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.. the Chinese government's vio- 


- improvement in relations 
: between the two powers. 





China visit to France 


China today stages its first 
official visit to France since 


lent crackdown on pro-democ- 
racy activists in June 1989, 
the latest sign in a gradual 
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Soccer riot kills 40 
At least 40 people were killed 
when violence erupted at 2. 
soccer match over a referee’s 
decision near the town of Ork- 
ney, about 80 miles south-west 
of Johannesburg. Page 3 



























crushed under the tracks of the 
Soviet tanks. Latvian televi- 
sion last night showed pictures 
of soldiers throwing bodies out 
of the windows of the televi- 
sion station, as well as one 
woman being crushed by a 


The assault came in spite of 
a decision by the Soviet Feder- 
ation Council, supposedly ee 
supreme executive body under 
the president, insisting that 
only a political solution should 
be. sought to the independence 
ae of Lithuanian nation- 
Mr Gorbachev last night also 
faced a revolt from republican 
leaders in the Federation Coun- 
cil, apparently furious at being 
Mr Boris Yeltsin, pres- 


‘The Russian president, the 
most popular politician in the 
country, threw his Weight 
behind the Baltic 


Mr Gorbachev failed to 
appear on joni to provide 
* | any explanation, leaving the 
.| Job to his ore Scoariot 
minister, Mr Boris Pugo, and 
arousing speculation that he 
was no longer in control of the 


operation. 

Senior US officials warned 
that next month's Soviet-US 
summit in Moscow was in the 
balance, fepending on the 
action in the Baltic republics. 
The European Community 
summoned an emergency 
meeting of foreign mines 
for today to reconsider aid 
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Antonio Noriega on drug-traf- CAR IPLO, Htaly’s biggest 


ficking charges, scheduled to 
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an explanation of the action. 
The Nato allies also sat in 
emergency session over the 
weekend, and Czechoslovakia 
threatened to quit the Warsaw 


Nevertheless, both Latvia 
and Estonia, the two other 
rebellious Baltic republics, are 
a in a state of near panic in 

the expectation that identical 
military operations, co-ordi- 
nated with conservative Com- 
munist forces, could take place 
in the wake of the Lithuanian 


Mr Dainis Ivans, the Latvian 
vice-president, predicted a 
atroop attack this mo! 
while in Estonia the aut! 
ties are forecasting action 


tomorrow. A huge rally in 
Riga, the cay of Latvia, i 
summoned support of 


Tepublican parliament. Mile 
tary helicopters dropped leaf- 
lets on the demonstrators, 
urging them to denounce their 
parliament, but the effect was 


There must have been at least 
a dozen of them, and armoured 
cars as well 

A searchlight from one of 
the vehicles near the television 
tower panned across the 
nearby apartment blocks 
below. A sobbing woman tried 
to stumble towards one of the 
tanks to stop it, but was 
hauled away by a friend. 

“Bastards, you talk to them, 

they don't want to hear any- 
thing. They are like robots,” 
said Daublis Haroldas, an 18 
year-old student. “Say hello to 
Gorbachev, the Nobel prize 
winner. Tell the world what he 
has done here,” shouted a furi- 
ous middle-aged man. 

And then it was all over. 

The tanks circled the tower, 
having cleared it of the last 
demonstrators. And then per- 
haps the most sinister moment 
of all, a sickly sweet Russian 
voice came over a loudspeaker. 

“Lithuanian brothers,” said 


Salvation Committee. 
power in the republic is now in 


the opposite. 

In Vilnius last night the 
Lithuanian yellow green and 
red tricolour was at half mast 
atop the parliament building. 
Determined to defend Presi- 
dent Vytautas Landsbergis and 
the republican government, 
the crowd was acting as a 
human barrier between the 
building and a_ possible 
onslaught from Red Army 
tanks, 


Rbmrecliee Republican volun- 

teers prepared for an attack 

with the motley collection of 

weapons and limited ammuni- 
tion at their 

Earlier yesterday as the 

crowds swelled around parlia- 


par! 
ment, Mr _  Landsbergis 
announced contingency plans Lands 
for a governmen: exile 
should tnuania’s democrati- 
cally elected bodies be over- 
thrown. He also announced 
that Mr Gediminas Vagnorius, 
a 34-year-old economist, had 
become Lithuania's prime min- 


Tanks and troops shatter 
dreams of independence 


our hands. It is the power of 

and soldiers. 
All resistance is meaningless. 
eo ane to your parents and 


ett people did not go home, 
wandering in a daze on the 
road down below the tower. 
“This is only the of 
our liberation from the red 
beasts,” was one of the defiant 
opinions being voiced by the 
crowd. 

At Vilnius first district hos- 
pital, Regina Lukinevicius, 


sed with Sorapuel injuries © 
with sl juries to 


welling in her eyes as_she 
remembers the soldiers. “They 


tion still up and running in the 
town of ee the former 
Lithuanian capi 

Continued on Page 14 
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The World industrial Review 


appears tomorrow — 
details, right. 





Agent pane ly) 


Industry enters 1991 beset by 
uncertainty. The threat of war in 
the Gull, rising oil prices, a 
beleaguered banking industry, 
disarray in the Soviet Union, 
and the collapse of Gatt trade 
talks ail combine to create a 
mood of unrelenting gloom. The 
downturn will test how far the 
much-vaunted strategies of the 
1980s have turned companies 
round — and how much still 
needs to be done. 
Mozambique: Negotiations to 
end a 15-year civil war are 
under way. and the country is 
Moving towards a mixed 
economy, multi-party system, 
but rebuilding this devastated, 

t country, will be a 
iong haul. 








Lithuanians defy curfew 
to confront Soviet army 


By Leyia Boutton In Vilnius and Quentin Peel in Moscow 


A Soviet paratrooper attacks a Reuter photographer as soldiers storm the television tower in 


Vilnius, the Lithuanian capital. At least 13 people died and scores more were injured 


ister following the 
overnight 


and body; 
at it yes- 
terday img, but it was not 
clear why he gone missing 
in the first place. 
Meanwhile, the iso- 
lation of Lithuania was broken 
by the arrival of a 
reconciliation commission 


pate! by Presi- 
oremnight campiown, 
The commission, headed by 
Mr Levon Ter-Petrosian, the 
charismatic Armenian presi- 
dent, | held talks with President 
and later met the 
Baltic commanders at 
eertan: The mine tin- 
contin- 

ued late into the evening. 
International reaction and 
analysis, Page 4; Editorial 

Comment, Page 12 
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Iraq expected to 
spurn peace bid 
from UN chief 


By Tony Walker and Lamis Andonl in Baghdad, Peter 
Riddell in Washington and Robert Graham in London 


PRESIDENT Saddam Hussein 
yesterday kept the world 

Toeaiten peal for 
spurn a api lor 
peace from Mr Javier Pérez de 
Cuellar. 


The United Nations sec- 

retary: general had gone to 

a final bid to per- 

suade the tah leader to pull 
out of aoe and avoid war. 


Mr Tariq Aziz, the Lraqi for- 
who accompan- 
secretary-general to the 
et refused to comment on 
the talks. 
With the UN deadline for 
Iraq's withdrawal from Kuwait 
expiring at midnight New York 


Community and to President 
Francois Mitterrand of France, 
who has been waiting in the 
wings as a mediator of last 
resort. The UN chief is due to 
mas. the French president 

The EC is ee to hold 
an emergency me of for- 
eign ministers in Brussels 


Mr Saddam set the tone yes- 
terday with an uncompromis- 
ing public statement claiming 
Kuwait was “forever” the 19th 
province of Iraq. He ,also 
boasted of possessing “sur- 
prise” weapons which would 
inflict massive dmaage on his 


enemies. 

Earlier he brushed aside last- 
minute pleas from both King 
Fahd of Sandi Arabia and Pres- 
ident Hafez al-Assad of Syria to 


‘| withdraw from Kuwait and 


prevent a war which could 
only oe at ae ane a 
army, was Cai o! 
protecting “Iraq and the hon- 
our of the Arab nation”. 


night Luxembourg, 
which holds the rotat EC 


presidency, sent Jacques 
the foreign minister, to Paris to 
meet Mr perez de Cuéilar. 

On Saturday the US Con- 
grees backed President 

ush to embark on war at 
my of the 500,000 strong coali- 

tion forces massed in the Saudi 

desert and Gulf waters. “It isa 
critical moment in history,” Mr 
Bush commented after first the 
Senate had decided 52-47 in 
favour of war and then the 


ON OTHER PAGES 


@ Deep divisions underlie 
Congress vote; Israel 
warns of right to retaliate; 
Saddam Invites Syrian rival 


to Baghdad ................. Page 2 
@ Markets braced for tur- 
bulence of war ........... Page 3 
@ High anxiety about black 
Consudpnendcaaaclonsecisores Page 12 

@ Gulf banks may close ..... 
Page 14 


House of Representatives by 
250-183. 

Against this sombre back- 
ground two sessions of talks in 
Baghdad yesterday between Mr 
Saddam and Mr Pérez de Cuél- 
lar appeared to make little 
headway. 

The UN secretary-general 
had no formal authority to 
negotiate; but had carried 
ideas which had received the 
backing of the European Com- 
munity. This included a UN 


drawal from Kuwait, which 
would be accompanied by 
accelerated moves to arrange a 


f ne 
pated Franco-EC diplomatic 
initiative. Libya, too, was 


doing its best to urge an Traqi 
wal with Major Abdel- 


differen 
is the birthday of Nasser.” 
Another glimmer, of ne 
the couvenilg ef = 
e conve: a 
sion of the Iraqi 
Assembly due today. 


Turkish presiden Targut 
said yesterday he believed 


fae Sear ea 
to see Daal ea will come out of 

Congress tomorrow”, 
he said. 
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suggest land war soo 


By Tony Walker in Dhahran 


WHILE political leaders in 
Washington and London say 
they will not be rushed into a 
ground offensive, all the signs 
from the front indicate that a 
land battle is near. 

Tuesday's combined US and 
Saudi Arabia artillery and 
rocket bombardment, sup- 
ported by the battleship USS 
Missouri, of Iragi troop concen- 
trations in Kuwait was a pre- 
lude of things to come. 

The ground Offensive would 
be heralded by a furious artil- 
lery barrage agai Traqi posi- 
tions, and iy by probing 
operations carried out by US 
Marines and other frontline 
troops. 
pugsbatehes, From bs sont 

up a picture height 
ened readiness and expecta- 
tions that any day now orders 
will be given for the land offen- 
sive. Combat units continue to 
move forward as commanders 
prepare their men for battle. 

While the Guif war has been 
dominated by the air cam- 
paign, highly mobile Marine 
units have been dueling with 
Traqi_ ground forces all along 
the Kuwait-Saudi border. 

In an engagement earlier 





this week, a Marine raiding 
party drove forward in its light 
armoured vehicles and 
attacked an Iraqi observation 
post under cover of fal pret 
dreds of mortar and 25mm can- 
non rounds and TOW missiles 
on to the traqi position, then 
disappeared moments later 
into the Saudi desert. The 
Tragis did not return fire, and 
the post was left a smouldering 


“That's just what we wanted 


rati g from the barren 
Sandi desert, Marines have 


pall of smoke hangs over much 
of the region. Lights flash from 
bombs bursting on Iraqi 
ions and from the 

Iraqi 


in the front line, the ground 
ly trembles from the 
impact of allied bombing. 
“We're glad we're not on the 
receiving end,” said a young 
ine. “Every morning when 
you wake up its boom, boom, 
mn.” 


fl 
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Bombers hit Iraqi equipment 


By Victor Matiet in Riyadh 


ALLIED bombers continued to 
whittle away Iraqi military 
and spo- 


civilians in Baghdad - an- 
nounced attacks on Scud 
launchers, artillery, aircraft, 
hardened aircraft 


making guid feel for Seud 

ui for 

missiles and in other raids 
five Bra- 


zilian-supplied Astros mi 
rocket lamnchers, which have 
range of up 

US pilots reported destroying 
four traqi transport aircraft in 


Clean-up of 
oil slick may 
cost $1bn 


By Deborah Hargreaves 


CLEANING up the Gulf oil 

slick — the world’s worst — 

could cost $lbn (£500m), 
to Saudi officials. 


nny, warn, however, that 
ile environment in the area 
over the longer term could 
amount to considerably more 
than this. 


Western diplomats have 
suggested the ktngdom’s 
inability so far to deal with the 
slick highlights its financial 

Western nations have sent 
tonnes of equipment and 
experts to assist clean-up, 
but most expect to be paid for 
their efforts. 


icals complex. 4 

The Saudi prince said the 
plants were pro’ with 
booms and that 


these. 7 

Mepa said ocean-goin: 
booms that could wit 
heavy seas were put in place at 


The United Nations is draw 
ieee sie aeclogical 
Hien for a loug-term clean-tp of 
the Galf. 


ee tee 


THE GULF WAR 


By David White, Defence Correspondent 


NEWS OF the carnage in a 
bombed Baghdad air raid shel- 
ter could hardly have come at 
a woree time for the US and its 








US bank completes fund raising for 


$3.5bn Saudi Arabian so 


By Victor Mallet in Riyadh and Stephen Fidler in London 


J.P, MORGAN, the New York 
bank, has successfully com- 
pleted fund raising for a 
.Sbn (£1.75bn) sovereign 
arranged for Saudi 


loan being 
Arabia, the first major borrow- 
ing by the kingdom in modern 


‘The financing, a three-year 
loan, has been syndicated 
among a group of more a 
dozen international banks, 
diplomats and bankers said 
yesterday. It will carry an 


12 3 
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go into the country’s general 


reserves. 

Saudi Arabia's foreign 
exchange reserves have 
declined significantly in the 
last two years, largely because 
of weak oil 


It is assumed the borrower 


will be the Sandi Arabian 
Monetary Agency, the king- 
dom's central bank, or possi- 
bly the Finance Ministry. 

Mohammed al-Sayari, the 


Syria ‘ready to accept 
Israel’s right to exist’ 


MON a segue ely tera pr tk 
ia was Tecognise "5 

comprehensive Middle East peace order after the war, AP reports 
from Damascus. ps 

Syria Is aware that the right of self-determination for the 
Palestinians would mean that “Israel’s right to exist is recognised 
ang secured,” Mr Genscher said after talks with Syrian foreign 


minister Farouk al-Sharaa. 


Spain in Maghreb mission 
mI : 


Fernandez Ordonez is expected e 
Spain's..deciston' to, allow US :E-Ss' $0 raid Ira : fromm “bares. 


Turk ‘spied for Iraq’ 


has charged a member of the banned 


Turkey wing organisa- 
Hon, the Grey Wolves, with spying for Iraq, Jolin Murray Brown 


from Ankara. Mr Hicab 
Jlitary information to the Iraqis on February 1, 


was said to have given 


i 
i 
i 


ten Iraqi diplomats were expelled. 


Cash boost for Egyptair 


THE Egyptian 


t bas agreed to inject $100m into the 


state-owned airline, Egyptair, which has suffered a 75 per cent 
drop in revenues as a result of the Gulf crisis, Max Rodenbeck 
writes from Cairo. Egyptair, which estimates its losses in Kuwait 


at $i0m, claims that 


ent on $113m in debts 


stopped repaymi 
Before the invasiow of Bunat because of a hard currency short, 
, is to give Egypt DMis0m and up to 20 Fuchs chemical 


Germany 
war “sniffer” vehicles. 


tiator over the past three 
weeks. 


The it has not bor- 
rowed in recent times, 
although  state-affiliated 


such as the Pab- 
He Investment Fund and the 


tapped interna- 
company, 

Sandi Arabia itself, wary of 
offending strictures on. 


say 
much about the loan in public. 
“This matter is very sensi- 
tive,” said a Sandi official yes- 
terday. “Nobody wants to talk 
abont it.” 


Bankers said a momber of 
banks were also sensitive 
about their jon in 


They added the loan was 
apparently put over a 
short period and was com- 
pleted a days ago. 

The ease with which the 


THE Soviet Union said 
yesterday the talks between its 
envoy, Mr Yevgeny Primakov, 
and Iraq's President Saddam 
Hussein “gave cause for hope” 
and the dialogue would con- 


of any willing. 
A Soviet spokesman Sr 
Tariq Aziz, the Iraqi foreign 
minister, would meet President 
Mikhail Gorbachev in Moscow 
on Roney. 
Iraqi radio said Mr Saddam 
would co-operate with the 
Soviet Union in “finding a 
peaceful, political, equitable 


vereign loan 


4 
al 
ant ¢ 


BR 
& 
8 


F 
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pursue Moscow's diplomatic 
initiative to find a peaceful 
solution, though he stressed 
that “the essence of the Soviet 


to say about out of 
Kuwait and ted that the 


Israeli rights group 


By Hugh Carnegy in Jerusafem 


soe be ae ee 7 
crit a 
four-week-old curfew on the 
occupied West Bank and Gaza 
Siig, saying its effects threat- 
ened the “health, livelihood 
and welfare” of Palestinians. 
ra ibe teweet searal cet 
sure, the cur 
few since Israel captured the 
territories in 1967, is to it 
unrest among Pale: , 
who mostly support Iraq. It 
appears to be backed by most 
Israelis who are angered by 
reports of Palestinians cheer- 
ing Iraqi missile strikes on Tel 
Aviv and who fear attacks by 


individual Arabs entering 
Israel. 


But a detailed critique issued 
filmam tights ta the aocupled 

UAT 
territories, said the extension 
of the curfew suggested it had 
gone beyond a preventative 
Measure and was being used. 
for collective punishment. 

“The curfew cannot go on 
forever just because there is 
support among Palestinians for 
Saddam Hussein,” said Ms 
Daphna Golan, one of the 
aie ay ari Js gradualk 

army says jt ly 

easing the curfew; residents of 
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civilian e ities.” © 
US experts recognise that 


precision. weapons. such as _ 


laser-guided bombs do not 
always hit their targets, a8 
their guidance’ systenis 

matfinction or -be disrupted — 





rade a yuh Sci 


Dnt nar natn ahd tytn nee dered alc hy id ang en ae bt 
Jordanian refugee 
bus hit by missiles 







ally vehemently anti- 
can — protests over the 
three 


days. 
-- Diplomats here suggest 
for the time being at 
there are unlikely to be 
serious enough to 





Signs from the front Allies face fallout from Baghdad blast 
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1985 but had been me eat 





i 


“obviously something did g0 
wrong”. 


tary warters in civilian 
en fide" targets. 
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MIDDLE EAST IN CRISIS 





Financial officials and central bankers will try to act as calming influence 
Markets braced for war turbulence 


By Stephen Fidler and Richard Mooney in London and Martin Dickson in New York 


FINANCIAL 
the 


among other things, what 
action might be necessary in 
the financial markets during 
war. They were preparing the 
ground for a long-planned 
of G7 finance minis- 


In the weeks ahead their. 


brief will be to avoid panic, 
which can be self-generating. If 
fought, the Gulf war would be 
the first conducted in a world 
yor highly inter-dependent 
‘financial markets, large 


neous information transfers, 
As they are unable to predict 
the outcome of fighting, or the 


“in many economies, including 
the US, and weaker growth 
elsewhere. But, as one central 
banker pointed out, such are 
the uncertainties that if econo- 


% mies geared up for a long war, 


Providing the allied cam- 
paign does not go badly wrong, 
the dollar is expected to see 
inward flows of flight capital 


While the D-Mark and yen are 
likely to suffer. The D-Mark 
would be further undermined 
by turmoil in the Soviet Union. 

Sterling might benefit from a 
vestigial status as a petro- 
currency. 

The main marty for the 
authorities wo be that 
adverse developments — 
as Iraqi missiles hitting suit 
oil installations - could shat- 
ter financial confidence, which 
Ge bees hate 

ing lustry, is 
already 


Perversely, sudden unex- 
peace might bring its 

own problems: a surging 
D-Mark would probably lead to 


THE Bank of England ts 
expected to play an impor- 
tant role in keeping the 
stock market informed of 
developments in the Gulf, 
grow closer 


this 
week, writes Richard Waters. 
The Bank, the International 
Stock Exchange and other 
Feeulatory Surboritios have 
Ww 
peen don’s ‘financial tar: 
kets in the event of war. It is 
hoped that financial markets 
will be able to remain open. 
However, if there an an 
interruption in the flow of 
price-sensitive information, 


contact over co-operation in 
the currency market; their 
‘weapons would be interest rate 
changes, intervention. and the 
banks, But thelr capacity to 

ut their capacity to 
halt trading, for example, in 
the foreign exchange market 
should it become necessary, 
must be doubtful. 

However, stock and futures 
markets around the world 
already hava so-called “circuit- 
breaker” mechanisms to halt 
trading if market movements 
become excessi 


The Securities and Exchange 
Commission has powers under 
1989 legislation to shut down 
markets it polices, provided 
the Fresidant does not object. 
However, semis anata, 
act on these pow: 

Mr Richard B Breeden, SEC 

has made clear in 


the past that he prefers alw: 

to keep markets ‘perating. we 
At the New York Stock 

Exchange officials point out 

there are long-established cir. 

cult-breakers 


— to halt trading tempo- 
rarily. If the market moves by 
250 points in a session, trading 
halts for an hour. if’ it then 


regulators fear the markets 
could bécome swamped by 
rumours and orderly mar- 
kets would suffer. In such 
circumstances, markets 
could be closed. 

The IJSE said it had “dis- 
cussed with the relevant 
authorities arrangements to 
make sure that, wherever 
possible, price-sensitive 
information is communi- 
cated to the market as soon 
as possible.” This is under- 
stood stood to, bea re to ioe 
pane the lead in laying con- 
tingency plans. 


moves another 150 points, 
there is a two-hour halt, 
Beyond that, action is at the 
discretion of the authorities. 
In London, trading halts are 
also being considered on the 
stock ge, while the Lon- 
don Internationa] Financial 
Futures has raised 


margins (downpayments) for 
all but two contracts by 50 per 


tility. 

For the FT-SE contract, 

which tracks the London stock 

market, the increase will be 60 

per cent, and for the contract 

= German bonds, 25 per cent. 

"some biggest prepara- 

tions have been made by the 

New York Mercantile 
ich trades 


Friction at Kuwait investment 


By David Owen 


Ir 15.804 SCARCELY surprising 
that these are turbulent times 
at the Kuwait Investment 
Office (KIO), the powerful and 
sécretive: London-1 based. ‘fund | 
les 

a 


ate's fates assets of more 
than $100bn (£51.8bn) 
In ‘a move unprecedented 
within fhe tion, . 
io executives 


ee 
oiost of em, continue to 


work at the body's drab Cheap 
side headquarters, 


governor - 
appointed | to look oe 
ig grievances. Acco! 
Sheikh Salem, the committee 
hopes to conclude its’ business 
- in about. a week. 


int the Kuwaiti power struc- 
As one observer says: 
ome KIO almost symbolises 


of the emir- , 


be dissatisfied both with the 
Sanaa ott aee ie 
manages. about 1D. 
emfrate’s investments, and 
with the nature of their 
within it, 
ent is over 
uhether 3 al-Magusherii 
should be above or below the 


al-Sabahs, ¢ even though the 


own - 


bulk of the assets it handles 
are kept in the Reserve Fund 
for Future Generations 
(RFFG), which amounts to a 


BEG was allocated 10 per cunt 
of oil revenues. 

This 
of the of an 


creation in 1982 of a Kuwait- 
authority (EIA). Technically 
ut . * 
the KIO ‘is now merely an arm 
of this younger body. Formed 
in response to calls to keep the 
KIO under a tighter rein, the 
KIA is identified rather with 
heer ing to insiders, thi 
According iders, the 
KIA's _ ini aaa , became 
Hghtening vf ieternal KIO pro- 
cedures. “When I went there, 
secretaries were dealing shares 
on behalf of their bosses,” says 
a_former employee of “the 
office. “That has not happened 
for some years.” 

This trend culminated last 


February in the decision to 
recall to Kuwait Mr Fouad Jaf- 


executives assigned 
to the KIO in the immediate 
aftermath of Mr Jaffar’s depar- 
ture. With a non-al-Sabah fami- 


manual” and has bronghi in 
new rules which, for the first 
time, set price fluctuation lim- 
its on the first two months of 
crude oil and petroleum prod- 
ucts contracts. 

If crude moves by $7.50 a 
barrel or products contracts by 
20 cents a eallon, trading will 
stop for an hour. When trading 
starts again, a limit on further 
movement of another $7.50 a 
barrel will apply during the 
session. 


The Nymex manual 
however, its commitment to 
ensuring that its futures and 
options markets stay open and 


It adds: “Price discovery and 
risk shifting are important 
under any market conditions. 
They will be most critical if the 
value of crude oil moves to 
adjust to the news of war or 
peace, a move predicted by 
many to be rapid and poten- 


“Unneceseary interruption 
or inhibition of Nymex 
operations could cause dire 
financial consequences to par- 
ties cum hedging bil- 
lions of dollars worth of energy 
risk on the exchange.” 

London's _ International 
Petroleum Exchange (IPE) 
stresses that the need for the 
risk management facilities pro- 
vided by the futures markets 
would be even greater in the 
volatile trading conditions that’ 
wonld be likely if war broke 
out 


There could, however, be 

Short. breaks if the markata 
became exceptionally active, to 

allow traders to update and 


“The IPE does not intend 
therefore to introduce limit 
moves nor to cease normal 
trading should there a 


“In the event of an 
exceptionally high level of 
activity occurring, the IPE 
executive will declare an active 
or fast market and certain 

tive pauses will be 
built in.” 


body 


iy-member = - a uae al- 
Kharafi - 
finance minister faa 


manifest 
dune, however, when Sheikh 
Ali Khalifa al-Sabah (previ- 
ously oil minister) assumed the 
finance portfolio — formerly 
the only main government 
department not headed by a 
oe of the ruling family. 
was ironically underlined 
by” the eed invasion in 


Al justified in the 

statkest aatine way the origi- 
nal decision to entrust a large 
portion of the emirate’s wealth 
to a relatively independent 
body based in the City of Lon- 
don’s safe haven. Many KIA 
officials now find themselves 
twiddling their thumbs at KIO 
headquarters. 

It is likely, in sum, that this 
re-assertion of al-Sabah hege- 
mony, coupled with the 
fraught atmosphere engep- 
dered by the Iraqi occupation, 
contributed tly to the 
frustrations underlying the 
batch of resignations. 

Sheikh Salem, however, 
characterises accounts of an 
internal power struggle as 
exaggerated. “Politicians some- 
times play,” he says. “But 
there are resignations in any 
institution.” 


Reservists fear for employment rights 


By Lisa Wood . 
CONCERN | 
employment 


been expressed to the 
ment by Mr Norman Willis, 
prneral secretary.ot of the Trades 
Union 

Ina Setter to-Mr Tom King, 


lis said the natural ‘anxieties 
of reservists and their families 
should not be exacerbated by 
fears over such issues as the 
maintenance of income levels, 
Joy seems ee Se ee 

Mr Willis said he understood 
there ‘were statutory provi- 
sions which could limited 


honoured their 
the indi 


viduals co a 
- The: “ial Selon which -- 
rvists 


(Safeguard of Employment) 
Act 1985, The provisions of 

act are linsited, 
Incomes Data Seryices,. a 


It said the act simply 
required that t reservists should 





’ potential military obligations 

‘and that they howd be rein- 
.- stated. once their service 
i cosnting ts “ _- ended. 


{DS said the act did not 


; areas relating to pay, 
a Te er vice ait 


oer benefits. “Some employ- 


7 RE rR TEE 


is not obligatory for 
employers to do so.” It said 
there was a lack of guidance 
as to what policy employers 
should adopt in the matter. 

IDS said: “If we accept the 


[yea ssenontn London 





principle that reservists 
should not be disadvantaged 
by compulsory call-up then 


extension of statutory protec- 
tion beyond a right to rein- 
statement. Whether the cost of 
this should be picked up by 
the government or employers 
is a matter for debate.” 


AgentBank [J | | 
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South Africa football riot kills 40 





Nelson Mandela visite the township of Sebokeng yesterday 


AT LEAST 40 stampeding 
soceer fans were trampled to 
death yesterday when they 
tried to escape spectators fight- 


ing at a match south-west of 
from Johannes! 
eons victims, included 


Geath as they tied to squeeze 
through a jammed stadium 
exit during a match in Orkney 
between two of the country’s 
top teams, Kaizer Chiefs and 
Ghantio Pirates, 
“The death toll is expected to 
tise because some of more than 
rs who are injured 
a very srious condition,” 
said ‘po police spokesman Johan 


He said trouble erupted 
towards the end of the match 
when some of the 20,000 specta- 
tors started arguing over the 
Teferee’s decision to allow a 
goal by Kaiser Chiefs. 

Rival fans were mixed 
together in the in con- 
trast to the normal practice of 
separating followers of oppos- 
ing soccer teams, he said. 

“Parts of 


Police investigators had been 
sent to the town 150 kilometres 
south-west of Johannesburg. 

@ Police arrested 10 people 
yesterday in connection with 
the attack on an African 
National Congress funeral vigil 
ee killed 35 People, law and 

order minister Mr Adri 
Viok said yesterday. 

Mr Viok also declared the 
Sebokeng black township, 
where Saturday's p. awn 


if 


people and 
from the 





Bank action threatens Nigerian oil project 


By William Keeling in Lagos 


A $lbn project between Mobil 
Nigeria and the state-owned 
Nigerian National Petroleum 
Corporation to develop the Oso 
condensate field in the Niger 
delta bas been placed in doubt. 

The London Club of commer- 
cial banks has refused permis- 
sion for the Nigerian govern- 
ment to raise security for 
project loans. Negotiations to 
Teschedule the government's 
$6bn debt to the banks are 
deadlocked. 


Without Nigerian govern- 
ment guarantees, the World 


Bank will be unable to follow 
through its initial pledge of 


Cape Verde 
holds first 


multi-party 
elections 


CAPE Verdeans yesterday 
voted in the first multi-party 
elections in Portuguese-speak- 


win most 
seats. 
the 


et states in 1975 after 

A slight hiteh accompanied 
the of polls in the cap- 
ital when some islanders 
found they were not on the list 
of i to vote. 


Diplomats said the elector- 
ate of 160,000 could reject the 


dential election set for Febra- 
ary 17. 


Greek soccer violence 
leaves youth dead 


petting and twe . ol oy 

0 people 
slightly injared in clashes 
between fans during a Greek 
first division soccer match, 
police said, Reuter reports 
from Athens. 

They said a fare hit George 
Panayotou outside Nea Phila- 
delphia stadium and he died as 
he was taken to hospital. 
Police used tear gas to dis- 
perse fans of AEK and Olympi- 
akos who clashed after the ref- 
eree dismissed an AEK 
defender. 


Brazilian mayors 
die in jet crash 


A LEAR jet crashed in the Bra- 
zilian state of Minas Gerais 


ig to 
Reuter reports from Rio de 
Janeiro. The plane was on 
route from Brasilia when it 
crashed on Friday outside Belo 
Horizonte, about 430 km north 
west of Rio. 


$150m in project finance. Gov- 
ernment guarantees are also 
necessary for planned export 
credits from the US, J: US, Japan and 
France 


Oil industry ofhcials report 
that up to $300m has already 
Deen invested in the project. 
The London Club banks are 
not themselves contributing to 
the project's finance, but under 
existing agreements the Niger- 
ian government must receive 
the club's permission before it 
can raise security. 

The government told the 
club the additional revenue 
that the project will provide for 


Nigeria would “improve the 
government's ability to service 
its external debt, including 
that to the London Club”. 

The action of the London 
Club was described by one oil 
executive as unexpected and a 
vase of “sour grapes”. 

The condensate project, to be 
owned by Mobil (40 per cent) 
and Nigerian National Petro- 
leum (60 per , is part of 
Nigeria’s efforts to diversify its 
economic base a’ from the 
export of crude The Oso 
field has an estimated 450m 
barrels of condensate which is 
excluded from Opec quotas. 


into 4 Escrow 
in order to ensure repayment 
of project loans. 


half the income generated in 
the first six years. 


Noriega drugs trial postponed 


By Henry Hamman in Miami 


THE trial of ousted 
Panamanian leader General 
Manuel Antonio Noriega on 
drug-trafficking charges, 
scheduled to begin lai 

month, has been ae until 
June 24 in Miami. 

The delay was announced on 
Friday by federal District 
Judge William Hoeveler during 
an unusual pre-trial hearing at 
which Gen "Norlega’s lawyers 

questioned prosecutors about 
possible misconduct by the 
government in preparing the 
case against the general. 
Two prosecutors, Mr Michael 
Sullivan and Mr Myles Mal- 
man, were asked about subpoe- 
nas they issued for reci 
of Gen Noriega’s prison 
hone calls. The subpoenas, 
| Boned over seven months last 
year, were framed to avoid giv- 


ing notice to the defence, a pos- 
a violation of rules of proce- 
lure. 

The existence of the record- 
ings came to light when the 
Cable News Network broadcast 
portions of them in defiance of 
a court order. 

Among the subpoenaed con- 
versations were some between 
Gen Noriega and his defence 
team. 

Such opaldored pr are ar 
mally consideret es . 
and the defence is trying to 
show: that the prosecution's 
violated "cen Norioga’s rights 

's ts 
a fair trial. 


ir Malan and Mr Sullivan 
testified that they used screen- 
ing procedures to avoid expo- 
sure to privileged conversa- 
ions, 


aay dge Hoeveler has also 
moved to settle the question of 


have not yet been paid for 
Gan Notioga he has 

no 
money since his bank 
accounts have been frozen. 
Judge Hoeveler told the 
defence must on Janu- 
ary 25 whether they will 
remain on the case. 





Soares ahead in Portugal poll 


By Patrick Blum in Lisbon 


MR Mario Soares looked set to win a second 
five-year term as Portugal’s president in yester- 
day's presidential elections, without the need 
of voting next month. 
Latest opinion polls gave Mr Soares, a foun- 
former leader of the Portu- 
guese Socialist party, an absolute majority with 
up to 65 per cent of the vote, against 16 per cent 
for Mr Basilio Horta, the conservative candidate 


for a second round 
ding member and 


and bis nearest rival. 


Mr Carlos Carvalhas, the communist chal- 
lenger, had about 10 per cent of the vote. Mr 
Carvalhas, a Communist member of the Euro- 
pean Parliament, has Kept above the tray and 
won more support than expected for a campaign 
that has been straightforward and free of 


aggressive rhetoric. 


Although there has been little real doubt that 

1 the balance, the 
campaign was marked by unedifying and bitter 
personal attacks against him, mainly from Mr 
Horta. Most commentators believe this dimin- 
ished the stature of the two main candidates 


Mr Soares’s m was in 


and devalued the election. 


Mr Soares, who shed his Socialist party ties 
after his election in 1986, has brushed off most 


of the criticism. He bas run a polished if unin- 
campaign whose main themes have been 


lity. 
The real winner from yesterday’s contest, 
although he was not a candidate, is likely to be 
Mr Anibal Cavaco Silva, the prime minister, 
woo convinced his centre-right Social Demo- 
cratic party not to field a candidate against 
Soares on the grounds that “cohabitation” 
between the 


Be 


i party 
politics, contributing to his undoubted Beer the 
ity. By not fielding a candidate against 
PSD has avoided the possibility of 
defeat in the run-up to general elections, which 
must be held by October. 

Mr Cavaco Silva, whose absolute majority in 
parliament appeared threatened only a few 
months ago, can now look forward more opti- 
mistically to the general election. By contrast, 
done nothing to help the Socialists despite thet 

ne to ite their 
hopes to use the campaign 
attack the Government. 


as a platform to 





Peking tries fence mending with Paris 


By William Dawkins in Paris 


CHINA today stages its first 
Official visit to France since 
the Chinese government’s vio- 
lent crackdown on pro-democ- 
racy activists in June 1989, the 
latest sign in a gradual 
improvement in relations 
between the two countries. 
Zou Jiahua, deputy prime 
minister responsible for plan- 
ning, will be meeting Mr 
Michel Rocard, the French 
prime minister, and three 
other members of the govern- 


cancelled the ‘sale of six light 
frigates to an after strong 
protests from the Chinese gov- 
ernment. 

Relations now seem to be on 
the mend, following France's 
decision last month to unfreeze 
official lines of credit blocked 
after the Tiananmen Square 
massacre, and an agreement 
under which Citroén will 
assemble its latest model car in 
China. 


The only potential irritant 
this visit is last week's French 
trade mission to Taiwan, led by 
Mr Roger eerones French 


(£74.6m) in 1989, 
the Organisation for Beonst 


Co-operation and it. 
That, however, oe en 
fare 
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WORLD ECONOMIC INDICATORS 





FOREIGN EXCHANGE RESERVES (US$m) 











Nov.'90 Oct,‘90 Sep.'90 Nov.'89 
Japan 69,429 68,799 68,102 78,005 
W. Germany 62.320 61,004 58,670 54,814 
Haly 61,689 66,086 66,422 42.110 
UK 33,010 33,050 $2,951 31,191 
Netherlands 16,228 16,337 15,877 14,940 

Oct.’90 Sep.'90 Aug.'90 Oct'89 
us 51,850 49,414 48,174 41,562 
France 31,579 28,264 26,010 22,117 


Source: IMF 
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By Quentin Peel in Moscow 


YESTERDAY'S — violent 
military action in Lithuania, 
amounting to a virtual coup 
d'état against the republican 
government, appears to have 
been taken in direct defi- 
ance of the orders of President 
Mikhail Gorbachev's Federa- 
tion Council, now the highest 
executive authority in the 
Soviet Union. 

Yet democrats, radicals and 
many of the nationalist leaders 
in the Baltic republics are con- 
vinced the Soviet leader must 
have known about the apera- 
tion and given it his blessing. 

They believe it was his deter- 
mination to impose effective 
martial law on the three Baltic 
republics, beginning with Lith- 
uania, which precipitated the 
resignation of Mr Eduard £ » v- 
ardnadze, the foreign minister, 
just before Christmas. 

On the other hand, some 
leading participants at Satur- 
day's crucial meeting of the 
Federation Council, which 
involved the presidents and 
premiers of most of the Soviet 
republics, fear Mr Gorbachev 
May not control the actions of 


his military commanders in 
the rebellious regions. 

“We can only come to one 
conclusion,” Mr Dainis Ivans, 
vice-president of the Latvian 
parliament, sald yesterday. 
“Either Gorbachev is lying. 
which I believe, or he is not in 
control of the situation. { don’t 
believe that." 

Mr Edgar Savisaar, Estonia’s 
prime minister, feared the con- 
trary. “Gorbachev was very 
worried about the situation, 
and said he needs further infor- 
mation about it,” he said. It 
seemed that “the conservatives 
and the army” were trying to 
pressure him Into imposing 
presidential rule. 

“Lately there has been a ten- 
dency for people to say one 
thing in Moscow, but what 
really happens on the spot is 
quite different. [ am afraid it is 
a@ very dangerous tendency, 
because the Ministry of 
Defence, and the headquarters, 
are losing touch with the army 
on the spot, and the colonels 
and majors are taking over,” 
Mr Savisaar added. 

Others dismiss the idea that 


Crackdown puts 
summit at risk, 
Moscow warned 


By Our Foreign Staff 


THE US, European Community 
and other countries yesterday 
condemned the Soviet crack- 
down in Lithuania where 13 
people were reported killed and 
110 wounded when Soviet 
troops stormed the republic's 
broadcasting station. 

The intervention could put 
at risk the improvement in 
superpower relations and next 
month's USSoviet summit in 
Moscow. It might also push the 
EC into reconsidering its offer 
of aid, officials said. 

Mr James Baker, US secre- 
tary of state, said the use af 
force contradicted President 
Mikhail Gorbachev's basic 
reformist principles of peres- 
troika, glasnost and democrati- 
sation. Partnership between 
the US and Soviet Union was 
impossible in the absence of 
shared values, he said. 

High-ranking Nato officials 
held an emergency in 
Brussels to uss the Red 
Army's action and the Euro- 
pean Community strongly con- 

mmned the “bloady events”. 

EC foreign ministers will 
hold an emergency meeting in 
Brussels today to discuss the 
intervention. The session was 
announced by officials in Lux- 
embourg, which holds the 
rotating EC p . 
Earlier yesterday the EC 
condemned the Kremlin's mili- 
tary action in rebel Lithuania 
and demanded an explanation 
from Moscow. 

Belgium said the EC might 
reconsider its promise of aid to 
the Soviet Union because of 
the crackdown. “We must 
explain clearly to the Soviet 
Union that our aid is condi- 
Honal” Mr Mark Byskens, the 
foreign minister, Belgian 

levision. 


of pressure,” he said, adding 
that the aid programme could 
be reviewed. 

Events in Lithuania caused 
dismay and anxiety in Ger- 
many where Mr Gorbachev's 
reform politics have tradition- 
ally found its strongest Euro- 
pean backer. 

The widespread sympathy 
for Mr Gorbachev and his 
country’s people — exemplified 
by the DMi50m-plus raised in 
the past month for emergency 
supplies for the Soviet Union 
— is sure to decline. 

Chancellor Helmut Kohl sent 
a private message to Mr Gorba- 
chev expressing his concern. 

Mr Hans-Dietrich Genscher, 
German foreign minister, and 
his French counterpart, Mr 
Roland Dumas, sent an appeal 
to Mr Gorbachev to cease using 
force in Lithuania and con- 
demned “this blow agains’ 
democracy and human ". 

Although the US may not 
wish to take precipitate action 
until the Gulf crisis is resolved, 
comments by Mr Baker and 
other US officials suggest the 
US will review the modest 
agreements on economic and 
Political co-operation. 

More seriously, the US Con- 
gress seems likely to defer con- 
sideration of the recently 
signed Conventional Forces in 
Europe Treaty drastically cut- 
ting east and west arms and 
soldiers in the central zone. 

Senior US officials insisted 
yesterday that Washington had 
Sent several stern messages ta 
Moscow warning about the 
crackdown 


the annexation of the Baitic 
republics in the Soviet Union. 


Mr Gorbachev was not in com- 
plete control of the uperations 
of his military commanders. 
who have repeatedly insisted 
in recent months that their job 
is toe defend the constitution - 
and the unity of the country - 
but not to take political deci- 
sions, i 

Mr Mikhail Poltoranin, for 
example, the Russian informa- 
tion minister and close aliy of 
Mr Boris Yeltsin, the Russian 
federation president. told the 
Reuters news agency: “Nothing 
is done without his approval. 
Haven't the bandages fallen 
from your western eyes yet?” 

It is also open to doubt that 
the military commanders, 
whether in Moscow or in the 
Baltic republics, know or care 
about the distinction between 
political and constitutional 
action, especially when the 
whole Soviet constitution is up 
for renegotiation. 4 

Another key question is 
whether Mr Gorbachey has 
been getting accurate informa- 
tion from the Baltics. 

He has certainly never 
seemed to appreciate the real 





+ 


cy 
il 


depth of nationalist sentiment 
there, abeve al) in Lithuania, 
where a steady 70 per cent of 
the population declare them. 
selves consistently in favour of 
outright independence. 

The Soviet leader. in con- 
trast. always insists their 
nationalist leaders are unrepre- 
sentative political opportun- 
ists. in flagrant contradictien 
ta all knewn opinion palls. 

The official media in Moscow 
has been more dishonest in its 
reporting of the Baltic repub- 
lics in recent months than over 
any other issue, with the bias 
becoming hysterical in recent 
days. Thus the official line 
yoiced by the Tass news 
agency. the Soviet television 
and all leading Communist 
party paprvs has been that 
there is a real popular hack- 
lash against the nationalist 
assemblies. 

The truth is that in every 
case that backlash has been 
clearly orchestrated, andi it rep- 
resents little more than Rus- 
sian-speakers and hardline 
gonservative communist 

The lics reached u crescendo 





see, 


However, the crackdown in 
Vilnius came just 24 hours 
after President Gorbachev tele- 
phoned President George Bush, 
raising questions about the 
degree to which the Soviet 
leader may have warned Mr 
Bush about the use of force, 
using general terms such the 
need for “policing”. 





Mr Stasys Lozoraitis, the 
Lithuanian c! @ d'affaires in 
Washington, said he under- 
stood Mr Bush had expressed 
gratitude to Mr Gorbachev for 
Soviet support in the Gulf cri- 
sis and avoided a detailed dis- 
cussion of the crisis in Lithua- 
nia. It is possible that Mr 
Gorbachev took this as a signal 
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Lithuanian crackdown appears to be in defiance of Federation Councii’s orders 


Gorbachev’s role called intc question 


this week when Mr Rafik Nis- 
hanoy. a leading Gorbachev 
adviser and chairman of 
Soviet of Nationalities, claimed 
there were 60,000 demonstra- 
tors on the streets of Vilnius 
denouncing the Lithuanian 
assembly, and 10,000 Lithua- 
nians. The reality was perhaps 
5.000 of the former, probably 
less than half the number of 
Lithuanian demonstrators. | 

Mr Boris Pugo, the interior 
minister, apparently gave a 
similarly distorted account at 
the Saturday meeting of the 
Federation Council, and Mr 
Gorbachev was reportedly 
alarmed and surprised when a 
majority of the republican 
leaders rejected his evidence. 

“The facts he gave were just 
the npposite of what is going 
on,” Mr Savisaar said. “He 
tried ta diminish the role of the 
army and gave a picture as if 
the Lithuenians were battling 
each other. 

“Lam glad that Boris Yeltsin 
and representatives of other 
republics did not support him, 
and told him he was ambigu- 
ous end inaccurate.” 


E 


Lithuanians attempt to stop a tank from a fellow demonstrator during a Soviet assault on 
the radio-television station in Vilnius early yesterday morning 





that the US would not react 
strongly to the use of force, Mr 
Lozoraitis said. 
Czechoslovakia, 
democracy movement in 1968 
was smashed by Soviet-led 


where a 


intervention, has _ also con- 
demned the use of force and 
said it could leave the Warsaw 
Pact as a result. 





The question remains 
whether the Soviet leader is 


being deliberately misled by - 


conservative advisers, includ- 
ing the army high command, 
or whether he is equally party 
to a cynical misinformation 


Powers of next | . 


repressive action against the 


The coming days must show "|. 


‘whether the Soviet’ leader-is 
still in command of his empire 
or not. ; nk 


Soviet premier 


to be truncated A 


By Quentin Peel 


PRESIDENT Mikhail 
Gorbachev has served notice 
that his future prime minister 
will be in charge of the econ- 
omy and little else, according 
to the short list of four names 
he submitted at the weekend. 

The favourite is Mr Valentin 
Pavlov, the current minister of 
finance. who is seen as an 
enlightened bureaucrat but in 
ho way a radical reformer. 

None of the four names pres- 
ented by Mr Gorbachev to Sat- 
urday’s meeting of the Federa- 
tion Council, the Soviet 
Union’s highest executive 
scons, 2 noted as 2 real 

former, r confirming 
the abandonment by the Soviet 
leader of plans for rapid and 
radica] steps towards a market 
economy. 

Instead, two of the four are 
technocrats from outside the 
party hierarchy, while two are 

oth top party officials and 
supporters of the mas- 


sive military-industrial estab- 
lishment, : 


Mr Paviov's name has been 
mooted for some weeks 25 a 


policy of his government. 

Mr Paviov, a former chair- 
man of the state price commit- 
tee ~ a key element of the 
central planning system — and 
before that deputy finance 
minister, is seen as a compro- 
mise candidate. “He will be a 


reformer if that is what he is Valentin Pavlov: not reformer — 


other technocrat i 
Vladimir Shcherbakov, 
chairman of the stat 
labour committee, which 
ment minister. Although one 
of the more enlightened mem- 
bers of the previons govern- 
Sistinguished hime if with 
self wi 
innovative thinking. cine 
‘The other two candidates are 
Mr Yuri Maslyukoy, the cur- 
rent chairman of the Gosplan 
is a foll mem- 


campaign designed -to justity ’: 
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fhe rumbles: began 
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was on ; 
Mr . Spath’s' family ‘took 
yachting goolidey the 
paid for by the compan 
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seers Get 
mainly through a 2:5 percent- 
’ age point increase. in aneim- 
insurance - which 


p | is needed to keep the public 


sector. deficit at about 
DM150bn. 





Albanian group to 
act on human rights 


A DOZEN leading Albanian 
intellectuals and university 
professors have founded the 
country’s first pressure group 
on human rights issues, the 
Albanian Human Rights 
Forum, writes Kerin Hope in 
Members of the organisa’ 

(eral of the o! ition 
paign would be to collect 
details on political detainees 
and prison conditions in 
Albania, whose communist 
government has frequently 
been criticised for restricting 
human rights. 

“We will gather information 
-from around the country which 
will be made available to inter- 
Asner Teast ea 

rnational,” sai 
Mr Ramzi Lant, one of the 
forum's founders. 

Although the forum was set 
up under new iegisiation per- 
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imitting political parties, it will 
not take an active political role 
or run candidates in the Febru- 
ary 16 election, he said. 

But six founder members of 
the forum who belong to the 
ruling Albanian Party of 
Labour will resign from the 
party to “be able to work effec- 
tively for the release of politi- 
cal prisoners,” he said. 

Last week the government 
announced the release of more 
than 200 political prisoners but 
it is not clear how many 
remain in jail, Mr Resnik Mus- 
tafaj, another founder of the 

Hie ‘put the f in th 

le pui igure “in the 
hundreds”. 
® Albania has applied to join 
the International Monetary 
Fund and the World Bank, the 
official Albanian 


news agency 
ATA said, Reuter reports from 
Vienna. 
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Davy secures 
$200m US 
contract 


By Charlies Leadbeater, 
Industrial Editor 


DAVY, the British engineering 
group, has stre ened its 
position in the US steel pro- 
duction equipment market by 
winning a contract for a 
$200m (£103.6m) galvanising 
Jine for a leading steel plant. 
Davy Pittsburgh, the Davy 
group’s main US subsidiary, 
has won the contract to supply 
the line to Pro-Tec Coating 
Company, a joint venture 
between USS, the stee] divi- 
sion of USX, and Kobe Steel of 
Japan. The deal is one of the 
largest single contracts 
awarded im recent months. 
Davy Pittsburgh will design 
and construct a hot dip gal- 
vanising facility in Lefpsic, 
Ohio. The line will mainly 
serve the US motor industry. 
Galvanised steel is 
increasingly commonplace in 
the motor industry. especially 
with the growth of Japanese 
= Fenaiactarine plants in 


The order from the joint- 
venture comes after a $100m 
gal reine ‘ine iy Bethe. 

ani: nes for Bethie- 

bem Steel at its plants at 

Burns Harbor, jana and 
Point, Maryland. 

The orders indicate that 
imvestment in the US steel 
industry remains strong, in 
spite of a sharp weakening in 
steel prices in recent months 
and falling demand from the 
construction and automotive 
industries. 

Davy, which has been hit by 
a series of disastrous contracts 
in the OK oil industry for off- 
shore and onshore work, is 
currently in talks with several 
companies over the possible 
disposal of peripheral divi- 
sions. 






Unravelling the enigma of Japan’s investment 


Guy de Jonquiéres on a book analysing the nation’s business expansion in Europe _ 


HE SURGE in Japanese 
direct investment on 
both sides of the Atlan- 
tic in the past decade has 
stirred anguished political cen- 
troversy. which has at times 
overshadowed long-standing 
bilateral disputes with Japan 
over imbalances in visible 


The arguments have exposed 
ambivalent attitudes in host 
economies. In the US, while 
states compete eagerly to woo 
new Japanese plants, congress- 
men have been demanding 
stricter controls to stem the 


recent wave of Japanese acqui- 


sitions. 

In Europe, equally sharp 
divisions have emerged over 
the “transplants” established 
in Britain by Japanese carmak- 
ers, These assembly facilities. 
which are championed by the 
UK government, are resented 
by France and Italy. which 
have sought to shackle them 
with local-content require- 
ments and output restrictions. 

Yet for all the heated debate, 
surprisingly little is known for 
sure about Japanese foreign 
direct investment (FDD. Why 
does it happen? How is it 
related to trade? What is its 
impact on host economics? 
And what policies should host 
countries adont? 

These issues are given 

focus in a forthcoming 
book by two economists at the 
Royal Institute of Internationai 
Affairs, which analyses the 
recent expansion of the Japa- 
nese business presence in 


erape. 

As the authors point out. 
western reactions to Japanese 
FDI are out of proportion to its 
economic importance. In the 
European Community it 
totalled a mere $45bn (£23.3bn) 
at the end of 1989, and inflows 


during that year represented 
only 6 per cent of ajl the FDI 
received by EC countries. 

Furthermore, the official 
value of Japanese investments 
to date in EC manufacturing -— 
the book’s main concern and 
also the source of most contro- 
versy — is less than $8bn, of 
which less than half is in the 
politically sensitive sectors of 
electronics and cars, 

Two explanations are offered 
for western reactions. 

The first is the rapid growth 
of Japanese FDI in Europe, 
which doubled in value 
roughly every two years in the 
1 


That mirrors the explosion 
in FDI outflows by the world's 
five largest industrialised 
countries, which increased sev- 
en-fold between 1983 and 1989 
~ much faster than world 
trade. 

The second reason Is that 
direct investments in green- 
field sites, the source of the 
greatest political controversy 
in Europe, are highest in those 
industries where Japanese 
companies enjoy their keenest 
competitive edge. and hence 
most likely to have an impact 
on European rivals. 

In Britain and Germany, 
which have attracted a large 
share of Japanese manufactur- 
ing investments, two-thirds are 
"ahese fudinee the 

indings support the 
book’s central thesis that the 
overriding reason why Japa- 
me oes come to 

Urope is to extend and en. 
their market presence eer - 
tics where they possess clear 
comparative advantage and 
have already built up substan- 
Ual exports. 

In sectors where Japanese 
companies are less competi- 
tive, many prefer to enter 





European markets through 
alliances and joint ventures 
with local partners. 

The book argues that 
a may 


panese 
to invest in Europe, it is not 
the root cause: “Their techno- 
logical and managerial assets 
enable them to produce behind 
trade barriers that the EC has 
erected against them, but they 
would still come to Europe 


"~~ ‘te 
THE EUROPEAN 


MARKET 
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even if no such barriers 
existed.” 

The authors claim the pros- 
pect of European integration 
after 1992 bas done little to 
stimulate Japanese direct 
investment in Europe. They 
also dismiss the argument, 
popular among some 
policy-makers, that encourag- 
dng or coercing Japanese com- 
panies to produce more in 
Europe will lead them to cut 
their exports from Japan. 

Historically, FDI bas grown 
broadly in line with exports. 
Although the precise links 
between the two are hard to 
establish, increased FDI may 
even lead to higher exports: for 





example of components for 
assem! 


Furthermore, a book 
argues from displacing 
exports, direct investment 
enables Japanese companies to 
shift production of maturing 
products to Europe, releasing 
resources at home which are 
then ie ead tarelon fresh 
prod nologies for 
export. 


The pattern of Japanese 
investments in Europe, unlike 
those by US companies, has 
been skewed by national trade 
barriers. However, because 
prio is to expand market 
access, they have often located 
in countries where they 
already have substantial sales, 
where a network of local sup- 


chosen to build “transplants”: 
in Britain. The roije of financial 
incentives in attra: such 
investments is found to be 
insignificant. 

Although Japanese compa- 

have sought in the past to 
take advantage of low wages 
and overcome national trade 
barriers by locating in coun- 
tries on the peripheries of 
Europe, such as treland and 
Spain, their investments have 
increasingly tended to cluster 
in wealthier markets nearer 
the centre. 

In 1989, 61 per cent of Japa- 
nese affiliates in Europe were - 
iJocated in Britain, France and 

, up from 47 per cent 
five years earlier. This trend is 
expected to continue, as Japa- 
nese components suppliers set 
up in Europe to serve Japa- 
nese-owned assembly plants, 








The book judges that Japa- 
nese FDI has had a generally 
positive impact on host, econo- 
mies, supplementing the bene- 
fits of trade and stimulating 
the transfer of technology and 
managerial skills. Ce 


it finds no evidence to sup- 
port accusations that host 
countries’ employment: and 
suffer. : ton 

The authors argue that 
national or EC ‘efforts ‘to 


‘them to “performance 
requirements”, such as local 
content rales, are likely to be 


tion. Equally, any bilateral 
‘move by the EC to require - 
Japan to observe strict reci- 
procity.on inward-investments . 
would prove: impossible’ to 


‘stockmarket, the growth of - 
recessionary pressures -warld- 
wide and the Gulf crisis; 
However, such a. setback | 
would probably be only a 
patise in a continuing interna- 
fional diversification of assets - 
driven | -by . technological. * 
. Seay ese oe. 
quest for further focseasee 2a, 
competitiveness ‘and structural 
shifts in its domestic economy. 
The evolution of Japanese 
direct investment hat Derope: 
death of a transistor salesman. 
By Stephen Thomsen ond Phe: - 
don Nicolaides. To be published 
in Morch by Harvester: Whent- - 
sheaf, Wolsey House, -Wolsey |. 
Road, Hemel Hempstead, Herts. 
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We can't keep it under 
our hat any longer) — 


Since we started operating the first competitive telephone system. 
in Britain 5 years ago, we've never looked back. Our digital network 
offers customers cost savings on both long distance calls in the UK 
and international calls. We also supply everything from paging services 
to data communications, public payphones to videoconferencing 
And now we handle nearly 4 million calls every day. 1 in 6 trans- 
atlantic calls are routed through our international facilities, while 
45% of the UK's international telex traffic is sent by Mercury. 


if you want to know more about Mercury call 0800 800 444 anytime. 
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CBUFT DISTRIBUTIVE TRADES SURVEY . ae _ i: nos i 
Retail sector deeply pessimistic about sales outlook 


Hopes expressed by many 
shops and stores of a pre- 


Generators seek 
bigger portion 
of power market 


o~ | 


has not yet reached the seriousness of the 
1980-81 recession, many business people are 
very concerned,” Mr Brian Bigiey, CBI 
regional director, said. . 


THE NORTH'S engineering and steel 
industries, which bave so far been cushioned 
against recession in southern England by 
export sales, have started reporting a rapid 


BSkyB seems set to increase However, the survey sug-} not king, should be very high | funding from council budgets there is at present a mismatch .were.a dist ‘indi 
its penetration rapidly over the gests that the public’s reaction | up the list of priorities,” said | in a reform of the community between funding and manage- | cation of the: state’ of the prov- 
next few years, according to to the merger has been posi- Pearson, natlonal | charge, or poll tax, will lead to ment, with the LEAs arguing | ince's economy, although tore 

! Continental Research. It pre- tive. Nearly half of ali the | chairman of Pannell Kerr | greater government control that they do not receive | business start-ups would inevi- 
i dicts that the number of dish householders planning to | Forster, the accountants who | over education policy. the enough money from the gov- | tably produce more failures.‘ 
i installations will nearly double install a dish over the next few | commissioned the survey. National Association of Head ernment to provide an ade-| Si ies were suffer- 
to 2.3m - more than 10 per months said they had been “Companies — especially | Teachers has warned. quate service and the govern- | ing most. “They: ‘have-fewer 
a cent of all households - by the “more inclined” to install them | smail family-run firms — need In a letter to Mr Michael ment complaining that it has i eg and are the 
i on end of this year. since the merger. to adopt a much tougher atti- | Heseltine, environment secre- too little: control over what | first to feel the pinch during a 
! Rad tade towards credit control } tary, Mr David Hart, NAHT goes on in schools. of high interest rates. If 
c Bar L e di . and ais active peers to general secretary, says: i cen- tort ; oe government were the high cost of borrowing oan. 
r tin ensure they are paid wi ey government were to take e over education com- ues, we would expect io'seé” 
I har evitt cre itors mee gs are owed on time,” he said. responsibility for all education pletely, it would have to pro- | a r inérease in liquida- 
t nou ‘The survey showed that only ; spending, it is therefore incon- vide “a proper and appropriate | tions during 1991 as the larger 
r par By Richard Lapper 36 per cent of companies take | ceivable that it should not also | substitute” for current LEA | companies begin to feel the 
v ael , - - , steps such as discounts on | want to take control of the administration services, s | effects.” : fe OS Se 
s fact UNSECURED creditors of the “We think there will be little | early payment or interest | ‘delivery’ of education by the Mr Hart. Solutions might | There were marked differ: 
nist Levitt Group, the financial ser- or nothing for the unsecured { charges on late bills. Yet 93 | education service.” include the formation of con- | ences between industrial and | 
n Ey Vices group that collapsed last creditors.” Pires per cent of those charging The NAHT, whose members sortia to administer services |commercial-sector perfor-: 
aga month, will get little or none of —_Levitt Group's liabilities are | interest did not lose customers | run 80 per cent of the schools such as payroll, contracts and | mance, with the construction’. 
: Me ALIEE De uur a wou Hg'in Meas Sabet | Maureen 7 mood | engender, as <a ioe rng eer 
p cl s ing ae erts, as’ to consider 7 S 4s hools , . 
3 The _as_a few employees and inves KPMG, Levitt’s assets amount | Nearly 60 per cent of busi- | what the future management “Jcbael Heseltine: questioned over edncation control = Spies, would ‘also, have to | | The baurupecies were in prt 
par tors, are expected to attend to “between £250,000 and | nesses want the government to | of the education service would the administration of educa- trict, are changing radically need on a competitive basis in | vate mam ing concerns: 
Ps age two meetings (one for Levitt £500,000". Among them are a } introduce legislation on late | be like under central govera- tion. the role of LGAs. terms of price and quality. . {In retailing, the number was” 
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r tall Levitt Group, the main trading said to be worth £100,000, debtors to pay interest above | an option in his revision of the Kenneth Clarke, education sec. egated budgets under local have to protect crucial areas of Liquidations increased sig: - 
hea company) scheduled for today. Six directors of Levitt Group | base rates on ontstanding | community charge. 4, qretary, the NAHT says that management of schools and the service such as edu- | nificantly in the investment 
abc Most can expect to leave the are likely to be Present | debts after an agreed period. _The union did not give its new laws, such as those requir- the ability of schools to opt out cational needs, s: schools { and property businesses and in 
fix Fan Marwick Metin. the groups chet executive, wi | tat Tacks sch's aw, Sd | sited fora thoougl Toren of tepiny Gecetmttiraeae Snr guturiy congol ave and ome to school transport | retaling: ther wer far ca 
4 . ? a law, as) lor a review r cent i - ff . 4 
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By Juliet Sychrava materialise and they are deeply Hpmberside regional council of the Gonfed- have been in trouble for some the but even 
THE TWO _ electricity hope to prevent the 12 regional | gloomy about the immediate ration of British Industry has reported, the brewers, whose trade is reason- 
generating companies have companies from investing in j business outlook. writes lan Hamilton Fazey. ably recession-proof. are seeing declining . 


asked Professor Stephen Little- 





independent electricity genera- 
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sales spurt failed to 


Those are some of the con- 





falling away of trade, the Yorkshire and 


The council said business confidence had 






demand.” 


“The construction and textiles industries 
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child, the industry's regulator, tion projects, which typically | clusions from the latest declined sharply since last autamwmn, with | He predicted an increase in corporate fail- : 
ta allow them to compete to need to be backed by offtake | Confederation of British Indus- juembers now predicting that the recession ures and rednndancies and urged companies Faported. Sales volumes in 
to ce supply a further 40.5 per cent contracts with large customers } try/Financial Times distribu. wilt be deeper and longer than many expec- not to make unilateral decisions to extend December lower the same 
UK: of the large industrial con- if they are to secure financing. | tive trades survey, published ted before Christmas. Although the situation payment periods to creditors to 90 days. riod a year ago, while only 
tural sumer market for electricity. . The two, ganerators said, today. ealadtins Be per cent said sales were 
ceed Nation: wer wants access jowever, tha! ie proposer survey compa- “ . : 
of th to a further 22.5 per cent and increases would simply Tlow nies in retailing, wholesaling sales volumes in both Novem. tive balance of 6 per cent, the December were higher than at Phat Jed to a negative bal- 
the j PowerGen to a further 18 per them more flexibility to meet { and motor trades between ber and December. With its first time since the survey the same point in 1989. 17 per cent of compa- 
civil cent of the total market. growing demand, primarily | December 71990 and January 3 pre-Christmas sales campaigns started that retailers have The growing signs of the ance 0! Per reduced ales, 
mint The generators are allowed from existing customers. this year. The answers provide having failed to show much expressed an overall view that recession since last summer nies reporting a negative bal- 
the now to supply a maximum af The confrontation between ( a barometer of opinion in an impact, the sector is mote year-on-year sales volumes have similarly affected whole cottparsd ‘at the time 
did i only 12.5 per cent each of elec- generators and regional compa- | industry that has seen sales depressed about future sales were about to show a decline. _salers. As for the motor trade, ane Ber Pte last 
tice tricity demand in the Manweb nies comes as both are in the | prospects deteriorate since the than at any time since the CBY in last month’s CRUFT sur- it noticed the reduction in of pre’ 
Or and South Wales Electricity process of negotiating new con- { summer as the government's FT survey began in 1983. vey the retailers were far more demand from consumers ear- mont eed ‘with which the p 
first regions, 10 per cent each in the tracts with each other, and | high-interest-rate policy has Of the 278 retailers in the optimistic. A balance of 21 per lier than other parts of the dis- e SDI has affected the dis companies expects to’ 
get t Yorkshire Electricity and with large industrial customers | begun to bite. survey, 34 per cent said they cent said they expected higher tribution sector and suffered recession industry is shown in ing orders in January, com. 
for Northern Electric areas, and taking more than 1 megawatt The slowdown in consumer expected lower sales during sales in December than last falling year-on-year sales tribution thats As pared with the same period 
over 7.5 per cent each in the other who are free to choose their | demand has affected in particu. January compared with the year. j fut 1990, the et Sen tamher 2 last year. The comparable ¢ 
eve: eight regions. supplier. lar many shops and stores. The same time last year, while 28 But, as this month's survey Qne crumb of comfort for recen my 7 per cent of com- ure in the iast survey: ‘was- 23 
und National Power has asked Prof Littlechild, who is | retailing trade saw virtually per cent said they anticipated shows, a balance of only 2 per motor dealers is that their balance - A a survey had per cent. oe 
and Prof Littlechild to lift the limit expected to announce his | flat year-on-year growth in higher sales. That gives a nega- cent found that their sales in expectations regarding future . panies ; Se - 
Waa to 15 per cent i. the: Mamweb are to a two generators’ 
yea South Wales, Northern, an apy on Friday, said he + ~ 7 r 7 
has Yorkshire resions, and to ® per ised that this was a concern | Total Distribution Wholesaling Retailing 
conf cent in the East Midlands, Mid- among the regional companies, lars Sales (%) 
mak lands, Norweb, South Western and would be consulting them ‘dl 
mor and London regions. before making a decision. 
city PowerGen bas asked for a Mr Colin Webster, National 60 
nor limit of 15 per cent in the Man- Power's commercial director, 
whit web, South Wales and North- said it was simply common 
ago. erm areas, 2 13.5 per cent limit sense ta raise the limits, 40 
TI in the Yorkshire region, and a which were last reviewed a 
ous! 9 per cent limit in the East year ago. 
and Midlands, Midlands, and Nor- “They were set in relation to 
Tuc web areas. the business we were doing 20 
ta, ¢ Their petition has aroused a then,” he said, “It is nonsense 
velc strong response from a number if the demand from customers 
and of the regional electricity com- who are with us now grows, 0 
seel panies in areas that would be and we can’t meet it because ts ee : i ENCE. 
live affected. “They are trying to we would be exceeding the Weg «1980 St 1989 «1990 St 
of i keep us out of the generating limit.” <== Expected belance ‘ maesm=ss Reported balance 
fd business," one chairman said. There had fot be some are ; ce : : 
ome regional companies mism in the limits, he sai 7 e e : oes et or 
tor: believe that by capturing more reflect the natural growth in oe 
wi re ipductat custuers, Somand fone aooaer? | EW bills wo Co-op societies plan m merger | Business 
sior National Power and PowerGen _ existing customers. e s @ : ; fs OB ng tins 
itor paid within | ey andrew sock oe - | failures 
eco! FT SATELLITE MONITOR TWO OF Britain's stores, eight department “It certainly won't be a_ of scale, particularly in mar-| 2... 3. eal 
G a Jie et ee hee a quarter highest-turnover co-operatives stores, 115 convenience stores, rubber-stamp job.” keting. z - 1m Ulster 
stat oe will merge in April to create 100 supermarkets, 39 travel The merger is significant not There are no plans'forcom-/ .''.-. 
not te evision By Andrew Jack the largest independent retail outlets and 27 pharmacies. only because of the size of the , ; 
mae society in the country, if their Combined turnover of the resulting group but also of outlets or a reduction in the | Correspondent i” at 
THREE QUARTERS of British | members accept their boards’ two societies for the year to because both societies appear evel of commutiity involve- eee Ss 
h 1 28 h IMSS | trsinesses have to walt three | recommendations. January 3) 1990 is £519m, giv. to be profitable. ment that characterises the | BUSINESS:. FAILURES - in 
reac es e m oO months or more before their The directors of United Co ing a “net" profit equivalent to Many societies have been societies. ; . | Northern Ireland reached a 
bills are paid, says a Galiup | operatives, based in Stoke-on- pretax profits of £7.1m. Total forced to combine over the past If the merger is approved, Mr . recor level last year, accord- 
By Alice Rawsthorn poll of 25) finance directors } Trent, Staffs, and Norwest employment is about 10,000 few years to avoid financial Lovatt will become joint chief | ing to figures published ‘today 
released today. Society, based in Wythen. staff. collapse. executive of United Norweat | by Dun and Bradstreet, the 
Research The poli found that 76 per | shawe, Manchester, agreed on Members of Norwest, the It reflects the recent trend with his counterpart at Norw- |, business information company. 
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NEARLY ONE in every 15 


nearly three times as many as 
at the end of 1989. 





one, rather than two, satellite 
systems in the UK. 






THE EXTENT to which law firms are 
affected by the recession will depend on a 
number of factors: how fong it lasts; the 
spread of their practices; and, not least, 





how they manage their businesses 


through a period of sharply reduced or 










suppliers 
“The message at a time of 
recession is that cash flow, if 


Friday night to combine into a 





REMOVAL of education 


LEGAL COLUMN 


negative growth. 


By Robert Rice, Legal Correspondent 


seventh-largest society in the 
















est, Mr Rod Aspray. 
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T British households now expects to see continued | cent of jes are not paid | F1 u b : 0 7 
mo: receives the BSkyB satellite growth in the mid 1990s. It pre- | by their customers until an } single society to be called country, will vote on the plan large regional societies within United Co-Operatives .is A , ocr 
Job: television service. according to dicts that 6.8m households, or | average of at Jeast 90 days { United Norwest. to “transfer their engage- the co-operative movement. the third: - | per cent, from. 382. in 1989 to 
Off the latest survey by the FT nearly one in three of all | after invoicing. Only 14 per | The merger would create a ments" to United in a series of From more than 1,000 ties ety in the.country hy: sales. It | 416; co bankruptcies 
180 Satellite Monitor. homes, will have installed sat-| cent receive their money | group controlling 8.5 per cent regional meetings to be held at the tur of the century, the is also the largesi ndent c 21.2 per cent to 
sin The survey, which is com- ellite dishes by the end of 1994. | within one month. of the trade of the UK co-opera- during March and April. number today has contracted regional retailer, since the Co- | 234; and comps 
por piled monthly for the FT by The merger between Sky and Seventy per cent of the | tive movement. There are several thousand to about 80. cose Wholesale Socie! rose by 7.7 per cent to 182. 
a Continental Research, esti. BSB has been politically and | directors believe late payment | It would manage nearly 400 active voting members in Mr Harry Lovait, chief exec- }) is nationally based, denti rate 
BP mates that 75,000 new satellite commercially controversial. | is making the recession worse, { trading units in the north of. Norwest, said Mr iain William- utive of United, said the ve Retail Society | of failure in Northern ‘Ireland 
has dishes were installed in Decem- BSkyB, in which Pearson, | and 96 per cent say it adds to } England, including 29 super. son, its spokesman, yesterday. merger would economies is by CWS. ~~" as the lowest in the UK, so that 
— ber, the first full month of owner of the Financial Times, } their business difficulties. : : the pattern of decline-in busi- 
Sie and Boh eh orm BSkyB. sapgiioes ma fetiog of the salt ‘invoie 2 aoe paid ” | ettect spreading Sreetcten 
an orm . spp ices . 
Huet ht Laon Wie BS Seu bes Tere ts | witun' aageenly or | FALE AG teachers fear move to central control |{.222 722 
ish homes received satellite also been an outcry over the | cent of companies paid their oo the UK's hey. 8. . 
television by the end of 1990, political implications of having | own within a month. | By Norma Cohen, Education Correspondent : ‘Mr Gareth Hams, Dun 


Mr Bart, in his letter, says‘ 











eting or’ train ing: 


Who to dismiss to survive the recession 222532: 


Each item of expenditure should: be | 
reviewed to identify the Variable aot 


defenders, such as mark, 





Law firms are not recession-proof, 
although it is likely that some firms will 
be less affected than others. Firms with 
strong insolvency practices have never 
been busier, for example, and there is the 
(as yet unproven) theory within the profes- 
sion that in recessionary times what little 
qk there is tends to float to the top 

irms. 

But with the property market depressed. 
and showing little sign of immediate 
recovery and many corporate clients 
reporting sharply lower profits, it is small 
wonder that many firms are already feel- 
ing a cool draught around the midriff. 

Some, in an attempt to maintain part- 
nership profits, have cut costs. Several 
firms tincluding D. J. Freeman & Co, 
McKenna & Co and Richards Butler} with 
strong commercial property and construc- 
tion practices have reacted to the down- 


rarely that simple. 


always short-term. 


According to management consultants a 
Alan Hodgart and David Temporal, such 
linear thinking can be dangero 

managing through a recession, 
written specifically for law firms, they 
argue that linear thinking is almost 


They say: “It sees 2 direct cause and 
effect (cut costs, profits up); it overlooks 


sustained only if costs also fall by £2m or 
AC Ret cont a 

e problem is magnified if certain 
Soe a er race cart, term. enda0 
cann cut — property costs may 
fixed for the life of a lease, for example. If, 
using the same figures, 25 per cent of the 
total £7.5m costs are fixed, then the £2m 
reduction needed to maintain profits will 
have to come from the remaining £5.625m 
variable costs. In other words, variable 
costs will have to be cut by 36 per cent — 


significant Bgure. 

Faced with the task of making cuts of 
this size, management attention invariably 
focuses on staff costs - generally the big- 
gest single item in costs and usually the 
most flexible. Here again, linear thinking 
can drive the logic of focusing on fee earn- 
ers, Hodgart and Temporal argue. Less 
work means lower revenues, therefore 
fewer fee earners are needed. 


us. In a 


non-partner fee earners. However, by 
focusing on the highest-paid fee earners it 
may be possibie to achieve the same cut 
from 10 redundancies. 

That approach can have dangerous con- 
Sequences. The senior assistant's work 
will have to be taken over by someone, 
probably a partner, but the work is 
unlikely to support a partuer’s hourly 
charging rate. Partners will have less time 
to spend on matters such as marketing — 
essential given the fall in revenues. 

A “succession gap” will appear by 
removing people who would have provided 
the next generation of partners, and when 
things pick up again good senior aasis- 
tants will be hard to find. The firm may 
spend time “under-partnered” or it may be 
tempted to promote people into partner- 
ship too early. Ali those factors will hold 
back growth and development. 

A better approach, Hodgart and Tempo- 


Richards Butler may have come unstuck. 
Just because property work is down does 
not necessarily mean that property law- 
yers should he made redundant. If they are 
moved to replace people of leesr saga 
re lesser calib: 
oo nn 
rmore, should not overloo! 
partners in this performance cpormiocy 
they say. Nothing is worse for the morale 
of a firm for it to dismiss assistants but 
retain partners whose performance is no 
better or even worse. 


coe in this way. 
areas can be cut. There 
savings that can be achieved from atts be 


and the contribution 
achievement of the 


it makes to. the 








turn in the property market by making 
redundant assistant solicitors in their 
Property departments. 

The Young Solicitors Group of the Law 
Society reports a sixfold increase in calls 
to its redundancy helpline since it was set 
Up in December 1989 - a far ery from the 
heady days of the late 1980s, 

in these straitened times, some cost-cut- 
ting is inevitable. The secret to 
through a recession and emerging on the 
other side relatively unscathed, however, 
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the context in which actions take place: it 


opposite of what was in! dLe., profits 
still fall despite cost cuts).” 
It is important to realise that cutting 
fs required oil be a larger sntameat 
cuts require a percen' 
costs than of revenue. If, for example, fee 
income falis by 20 per cent from £10m to 
8m, then profits of, say, £25m can be 
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fee earners means 
firing assistant solicitors, they say, and 
greater cost savings will come from 


linear thinking to its extreme, a cost-cut- 
ing exercise of this type should begin 
with senior assistants. 

2f £10m was being generated by 75 fee 
earners, including 20 partners, then £8m 
can be generated by 60 fee earners - a 
reduction of 15 or 27 per cent in the 55 


ral say, is to identify those who are over- 
promoted and those who, although compe- 
tent at their present level, show no ability 
to rise to the next level. 

It follows from that that the selection of 
redundancies should not simply follow the 
areas of work that are most in decline. 
Good le whom a frm wants to retain 
sl be encouraged to be flexible about 
where they work. 

It is here that Freemans, McKennas and 


Cost savings can almost certainly also 
be achieved through cuts in other items -7 
expenditure. The simple approach is again 
to cut a percentage across the board or 


put an axe through an area that has feo 
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| The art We'd like to 





wish our customers, business partners, and the 


communities we serve a happy and prosperous New Year. 
Our business—and yours—is the clean, economical 


| of being loc generation of electrical power, getting it to where 


people need it, and its efficient use in industry, transportation, 
environmental control, and other key sectors. 


| WOL Idwide. We look forward to sharing the challenges and opportunities 


of 1991, and continuing a tradition of partnership and friendly 
service that began over 100 years ago. 

We are at home wherever you, our partners, need us—in 
over 140 countries. That’s the art of being local worldwide. 
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WHO IS THE LARGEST WHO DOMINATES THE 
PRODUCER OF FASTFOOD MARKET 
TOOTHPASTE IN IN FRANCE? 
GERMANY? WHAT HAS 
WHAT IS THE GORBACHEV 
CAPITAL OF SAID ABOUT 
ECUADOR? LITHUANIA? 
WHICH ADVERTISING WwW N 
AGENCY WORKS ON ECs 
THE HEINZ BAKED BUILDING? 
BEANS ACCOUNT? hire tae 
WHICH COUNTRIES LATEST DEVELOPMENTS 
BELONG TO THE EMS? ON AIDS TESTING? 
WHO IS THE FINANCE 

MINISTER OF JAPAN? AONE coe 
WHAT WAS IBM'S DIRECTIVES WHICH WILL 
TURNOVER IN 1988? AFFECT MY BUSINESS? 










Everyday you have an array of Ve aee 
questions which need answers. 
How do you research them all? 

FT PROFILE is an online database 
that makes it easy. You can track 
down the answers in seconds from 
newspapers, newswires and a 






range of leading publications. - : FT PROFILE 
Tofind oul more, simply telephone | MY Orgonizoton’s Business 1s PO Box 12 
FT PROFILE on 0932 761444 Sunbury-on-Thamos 
Middlesex TW16 7UD 


or complete and return this coupon. 
FT PROFILE 1s pant of the Hnancial Temes Group 





No. of employees Tender 50 CIeo- 109 Chios. Tal 0932 761444 


INTERNATIONAL 
CONFERENCES & EXHIBITIONS 


The FT proposes to publish this survey on 

February 6 1991. 
The Financial Times is the leading Quality Daily for 
reaching businessmen involved in descision making about 
the organization of, and/or participation in conferences or 
exhibitions. If you want to reach this important audience, 
call Jessica Perry 071 873 4611 or fax O71 873 3062. 


| FT SURVEYS 








Christopher Columbus Captain James Cook 


Give up? 

Well, ic was Cheryl and Monty Mason 
from Tunbridge Wells, England in 1990. 

Their first, and perhaps most remark- 
able discovery was Thai's Discover Thailand ing for. 
Ticket. This occurred early one February 
morning, only a few hundred yards from 
home base in Tunbridge Wells. 

Monty's eagle cye spotted it ac their 
local travel agency. 

It lets you make four separate flights to 
any of the 24 destinations in Thai's intemal 
network at a remarkably low rate. And up 
to four more at little extra cost 

It's the perfect way to discover Thailand. 

The only stipulations are that you use 
the ticket within a 60 day period from the 
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UK NEWS —— 
Budgetary |Recession drains retail confidence — 


constraints 
may cost 
jobs at BBC 


By Richard Tomkins 


HEAVY JOB cnis loom at the 
BBC as a result of a govern- 
ment decision to Lift the televi- 
sion licence fee by less than 
the rate of inflation. 

Mr Kenneth Baker, the 
home secretary, is expected ta 
announce today that the exist- 
ing fee of £71 for a one-year 
colour teievision Licence will 
rise by about £6 from April. 

This will give the BBC an 
increase in its budget of less 
than 8.5 per cent- inflation is 
running at about 9.4 per cent. 

The BBC said yesterday that 
production costs were rising 
more rapidly than inflation, so 
an increase in the licence fee 
below the inflation rate would 
represent a double squeeze on 
its finances. 

The implication is that the 
corporation will have to cut 
programming and make heavy 
inroads into its staff of 25,000 
in order to meet the 

Last year, Mrs Margaret 
Thatcher, then prime minister, 
ordered a study of the corpora- 
tion's fimances te see whether 
the increase in the fee could be 
slowed without jeopardising 
the BBC's role. 

The stady has been carried 
out by accountancy firm Price 
Waterhouse and is due to be 
published today. It is expected 
to suggest that considerabie 
scope exists for savings 
through staff cunts and better 
management. 

Mr Michae) Checkland, the 
BBC director general. has 
already announced pians to 
Saye £75m a year by 1993, with 
the initial loss of 1,400 jobs. 
The Price Waterhouse report 
is believed to go further. 

Allegations of inefficiency 
within the BBC were 
reinforced last week when Sir 
John Harvey-Jones, the former 
ICI chairman criticised the 
corporation's management on 
a BBC programme. 

He said the corporation 
needed to reduce staff costs by 
a third and should halve its 
top management, abolishing 
posts from the deputy director- 
general downwards. 

Among services which couid 
come under threat are one or 
more of the five national radio 
networks; regional television 
services; | radio stations; 
and educational broadcasting. 


Sir Francis Drake 


day of your first domestic flight; that you 
purchase it before arriving in Thailand; and 
that you use it by 3ist December, 1991 

It was the breakthrough they were look- 


However, there still remained the burn- 
ing question ~ which direction to set off in? 

Cheryl, self-appointed navigator, took 
the challenge in her stride. Eschewing a com- 
pass, she retired early one night with a cup 
of Ovaltine, a packet of digestive biscuits 
and Thai's Discover Thailand brochure. 

Bingo! An itinerary was hatched. 

Two weeks later they set off, eating, 
drinking and snoozing their way on Thai 
International, until chey arrived at their 
launching point -Bangkok. The rest is history. 


By Peter Marsh, Economics Staff 


THE RECESSION flattened UK 
expectations of healthy pre- 
Christmas sales and has 
pushed retailers’ confidence to 
its lowest point for at least 
eight years, says a survey pub- 
lished today. 

This conclusion from the lat- 
est Confederation of British 
Industry/Financial Times dis- 
tributive trades survey pro- 
vides further evidence of an 
easing in inflationary pres- 
sures. it comes anid rising 
unemployment and reduced 
investment in many sectors of 
British industry. 

The weak state of the UK 
economy, which would be exac- 
erbated by a war in the Gulf, is 
expected to constrain Mr Nor- 
man Lamont, the chancellor of 
the exchequer, as he prepares 
the UK budget, due in March. 
Mr Lamont discussed options 
for this over the weekend at a 
meeting with other Treasury 
ministers. 

The budget is thought likely 
to involve the UK government 
borrowing about f7bn in 
1991-92, after four years of run- 
ning a surplus. The borrowing 
would be needed to make up 
for shortfalls in tax revenues 
caused by the recession. It 
could also pay for increased 
public spending, particularly in 






The British retail scene is losing much of tts sparkle 


social security benefits for peo- 
ple affected by the economic 
decline. 

Later today, the bleak state 
of retailing is likely to be 
underlined by provisional gov- 
ernment figures on_ the 
changes in retail sales volumes 
between November and Decem- 
ber. These are thought to have 
shown a 0.2 per cent fall on a 
seasonally adjusted basis, the 
third consecutive monthly fall. 

The indications of weak 
demand in Britain’s high 
streets are uniformly bad for 


the distribution and retail 
industry, which accounts for 
about 10 per cent of UK output, 
but may also foreshadow 
reductions in the rate of rise in 

‘The annual rate of rise in 
retail prices, fell by 0.3 per cent 
in December to about 9.4 per 
cent, government statistics on 
Friday are expected to show. 
Mr Lamont believes it will 
drop 7 about 5 per cent by the 
end of the 5 

The CEUFT survey showed 
that the pre-Christmas sales 


thelr efforts eat, muon 
as opening On Sus and |. 
bringing forward price-cutting 
cam f ~ to attract custom. 
According to the surve! 


Ys. 
1 oug retailers - 
depression oa ag look 


‘ds deeper than at any on 


since the survey began eight 


200,000 
jobs since unemployment 
began to rise last spring. The 
seasonally adjusted jobless . 
number is thought to have 
risen by about 45,000 in Decem- ~ 
ber to around 1.8m. 
Unemployment is likely to 
continue rising throughout 
1991, to 2m by the spring aud 
up to 2.3m by December, | 
ding to analyst : 
Christmas, Page 6 


Companies face 20% electricity price rise 


By Davit Thomas, Resources Editor 


BRITAIN’S biggest energy 
users are bracing themselves 
for electricity price tacreases of 
more than 20 per cent, follow- 
ing the government's rejection 
of their pleas for special help 
on the eve of the electricity 
industry's privatisation. 

Mr John Wakeham, energy 
secretary, bas written to the 
Energy Intensive Users’ Group 
rejecting its request to con- 
tinue a special scheme to pro- 
tect much of British industry 
from large price increases 
resulting from electricity priva- 
tisation. 

The group speaks for the 
very largest consumers of elec- 
tricity. Its member companies, 
accounting for almost 15 per 
cent of electricity consumption 
in Britain, are drawn from the 
chenticals, steel, cement, paper 
and board. glass, artificial 
fibres and non-ferrous metals 
industries. 

The special scheme pegged 
the increases for large users to 
the inflation rate for one year. 


Introduced last year after 
intense lobbying by industry, it 
is due to run out in April. 

One iarge company, which 
asked not to be named, said it 
was now expecting electricity 
price increases of up to 25 per 
cent. “It’s quite outrageous and 
will damage our international 
competitiveness,” the company 
sai 

Big industrial customers are 
particularly incensed because 
they have recently been 
warned of significant increases 
in ather components of their 
electricity bill. 

Some companies have been 
told of plans to boost transmis- 
sion charges by about 15 per 
cent by the National Grid Com- 
pany, the privatised monopoly 
which runs the national trans- 
mission network in England 
and Wales. They also expect 
the regional electricity compa- 
nies to take advantage of the 
regulatory formulae governing 
price increases to increase 
their distribution charges by 


Ferdinand Magellan 


Monty parasailing in Phuket, towed be- 


hind a boat. Chery! sailing around the shops 


in Bangkok with Monty in tow. 


Monty’s remake of ‘A Bridge on the River 


Kwai, starring Cheryl, now the talk of the 


local Bridge Club. 


A spot of shooting ~ down the rapids 
of the Mae Kok River; and hunting - for 





more than inflation. Transmis- 
sion and distribution changes 
r typically account 
about 20 per cent of large-us- 
ers’ electricity bills. 
in addition, the Government 


sidy for nuclear power, known 
as the nuciear levy, would 
increase to 11 per cent of elec- 
tricity bills next year, against 
previous expectations. A 
Industrial electricity custom- 
ers-including the mass of 
users not covered by the spe- 
cial one-year scheme - will not 
know the finial shape of their 
bills from next April until they 
receive competing bids from 
suppliers. These bids are’ 
expected to be made shortly. 
All sites with a maximum 
demand of more than one. 
megawatt can now shop 
around for electricity front the 
competing suppliers - p - 
pally the 12 regional i 


companies privatised last | 


month and National Power and 
PowerGen, two generating 


Cheryl and Monty Mason 


companies in England and 
Wales due to.be sold next. 

However, most business 
users now expect bids signifi- 
cantly higher than those they 


’ yeceived last year, the first 


time the newly libera'ised elec- 


that some companies 
prevented from shopping 
around for alternative supplies ~ 
by the rules knnit- 


regulatory 

ing the amount of business 
which National Power and 

can capture from 
each -regional electricity com- 
_ ‘They are backing the genera- 
tors' requests to Professor 
Si Littlechild, the indus- 
ie regulator, to lift these 


what ee Se 
tomers,” one Company". ~ 
‘Generators: seek | r- 
care Ma Pe 


bargains in hundreds of local Thai markets. 

We could go on and on. They did. For 60 

days, in fact. 
_ At the end of which they had discovered 

that in Thailand money still goes a very long 

way. Especially with Thai's ey, 

Discover Thailand Ticket. © 
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Charles Leadbeater 
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& anufacturing is 
ee going soft. No lon: 
he ger is it simply a 
sh ad machinery domi- 
® Gated and labour-intensive pro- 
cess of Taw materials 
into products at the lowest pos- 
able ras It - becoming 
creasingly reliant on th 
skills, discipli . 


fan and manage- 
meni proaches traditionally 
associated with the service sec: 
tor. 

A well-organised factory is 
the foundation for a successful 
x manufacturing company. But 
2; to make manufacturing effi- 
5 cient, and — just as important 
~ to create high value-added 
products with a competitive 
i edge, companies have to 

: develop “soft” skills. 

A raft of such skills - 
design, marketing, software, 
customer service — most often 
associated with services, is 

3zepp\, © now being applied by success- 
are ful manufacturers in sectors 
x weing from traditional engi- 

Bena ig to high-tech industries 

such as computers. 

. engineering group, 
estimates that half its income 
from manufacturing seals 
comes from the after-sales ser- 
ene installing =a 

» i and moni- 
toring the seals on site. ICL, 
the British computer group, 
was an attractive prize for 

Fujitsu, the Japanese company 
which recently acquired it, 
mainly because of its skills in 
software and systems integra- 
tion rather than hardware. 

| convergence of manu- 
facturing and service skills 
challenges the way that manu- 

§ companies are man- 
aged. Companies will not suc- 

eect if they just focus on 
"eutting production costs. They 
must also examine how to 


























Services 
have become increasingly 
intermingled because manufac- 
turers have expanded into ser- 
vices to escape their traditional 
and declining markets. As a 
result companies are often 
described as manufacturers 


aa 


because their roots were in 
steel, shipbuilding or engineer- 
ing, while in reality mich of 
their income comes from ser- 
vices. 


GKN, founded on steel, is 

dependent for about 40 per cent 
of its revenues from waste dis- 
posal, food vending and a novel 
system for handling pallets 
used in warehouses, 
__ Ten years ago manufactur- 
ing accounted for about 70 per 
cent of the activities within 
John Brown, the company 
which in the 19th century 
became a leading steel and 
shipbuilding group. 

This year manufacturing 
will account for just 25 per 
cent of turnover; most reve- 
nues one from services - for 
example, contracting on large 
projects such as petrochemical 
Plants. Allan Gormly, John 
Brown's managing director, 
says: “We want to concentrate 
on. bringing together know- 
ledge, service and technol 
rather than i ings 


As production techniques 
have developed so the line 
between service and manufac- 
turing jobs has become ever 
more blurred. With the spread 
of computer-controlled machin- 
ery more shop-floor jobs have 
grown more like compzter- 
related service sector jobs. 


he atmosphere in the 
computer room which 
controls the hot-strip 
rolling mill at British Steel's 
Port Talbot plant is not unlike 
a signal control room in Lon- 
don Underground. At Pirelli's 
cable factory at Aberdare, 
south Wales, almost three- 
quarters of the instructions 
shop-floor workers receive 
come from computers. 
Computer numerically-con- 
trolled machines i 


welding guns and wrenches on 
the engineering factory shop- 
Boor, just as pencils and led- 
gers have been replaced by 
computers in the offices of 
insurance companies. 
Technology is changing 
jufacturing other ways. 


developing soft skills 


ubeater points to the potential gains being made 
from intermingling manufacturing and service disciplines 


not be achieved without a 
ing rellance on the skills 


One of the main aims of 
computerised manufacturing 
systems is to cut the amount of 
time it takes to make a prod- 
uct, thereby reducing the capl- 
tal tied up in work-in-progress 
and allowing companies to 
respond much more swiftly to 
changes in demand. 

The best British factories 
have made tremendous strides 
in this direction. NCR's Dun- 
dee plant has cut manufactur- 
ing lead-times for automatic 
teller machines for banks from 
15 days to two, while Philips 
Components cut the lead-time 
for a TV component from 19 
hours to two. 

At the best factories prod- 
ucts are made only if there is 
an order for them. As soon as 
they are made they are shipped 
to ir buyers. 

By shortening the time 
between production and con- 
sumption a manufactured good 
is becoming more like a ser- 
vice. The usual definition of a 
service is a product, such as 
advice from a doctor to a 
patient, which has to be con- 
sumed when it is produced, 
and not later as might happen 
with a manufactured product. 

This definition is what the 
very best manufacturers, such 
as the Japanese car companies, 
are aiming at: products are 

worth making if they are 
consumed almost immediately 
they are made. 

Speedy, efficient manufactur- 
ing lines are not just driven by 
the r of new technology 
but by soft skills as well. 

Some of the very best manu- 
facturing systems in the UK, 


and ordering the right compo- 
nents, in the right order, from 
outside suppers. The com- 
does not make its prod- 
ucts but rather assembles effi- 


by 

tance of buying and logistics — 
planning the orderly flow of 
components — has become so 
important at Cadbury-Schwep- 
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10% 20% 30% 40% 50% 60% 70% 80% 90% 
Added-vaive 


The illustration, based on a model developed by Groupe Bull, the computer manufacturer, 
shows how much services — particularly systems integration and customisation in 
this instance — enhance overall product value 


pes, the confectionery group, 
that it has created a board post 
for a logistics director. 

At IBM’s British plants 
another soft skill, design, has 
Played a central role in making 
manuf ing more efficient. 
Since 1983 IBM has been devel- 
oping closer links between its 
design and manufacturing 
departments to make sure that 
products are designed with 
fewer, simpler parts, which can 
be put together more easily. 

Design for manufacture has 
brought IBM impressive cost 
savings. One part of the IBM 
4720 printer was redesigned, 
thus reducing the manufactur- 
ing cost from $5.95 to $1.81 and 
its assembly time from three 
minutes to a matter of seconds. 

Design and logistics are soft 
skills which are important 
inside the factory, but manu- 

turers are becoming increas- 
ingly dependent on soft skills 
outside the factory as well, par- 
ticularly after-sales service. 

At TL, after-sales service has 
become increasingly crucial in 
building customer loyalty. 
Chris Lewinton, TTs chairman 
and chief executive, estimates 
that 50 per cent of the price it 


charges for one of its seals cov- 
ers the after-sales service, 
installation and monitoring 
that TI does once the seal is in 
operation at a chemical or oil 
plant. 

Customers do not want to 
purchase a product in isola- 
tion, they also want a supplier 
to provide them with back-up, 
training and expertise once the 
fadget is installed. TI is 
looking for engineers who can 
be rounded executives, capable 
of marketing and servicing 
Products as well as they engi- 
heer them. 


erhaps the most radical 
example of the way that 
manufacturing as a 

whole can be changed by “soft” 
skills is the computer industry. 
Computer companies exist in 
an ill-defined area somewhere 
between manufacturing and 
services. Leaders in the indus- 
try now stress that they pro- 
vide solutions to customer 
problems, rather than boxes 
full of bewildering technical 
wizardry. Computer users have 
become i i frustrated 
with the obstacles they face in 
knitting together systems and 


rldwide Group with 140 factories in 18 countries 


software made by different 
manufacturers. The integration 
of different systems turns on 
software, systems integration 
and after-sales services more 
than on hardware. 

The most striking example of 
this trend was IBM's recent 
launch of its new family of 
mainframe computers. The 
sales pitch touched on the evo- 
lutionary technical develop- 
ments embedded in the Enter- 
prise System 9000 range. 

eae was tacitly admit- 
ting raw computing power 
has become a commodit 


a ity 

uct where it is difficult for any 
one manufacturer to gain a 
decisive competitive edge. 
Instead it stressed that the 
machine was designed for cus- 
tomers to solve problems and 
integrate it with other prod- 
ucts. 

The line between hard manu- 
facturing skills and soft ser- 
vices skills is increasingly 
becoming an artificial and arbi- 
trary divide. A successful com- 
pany will need to be able to 
blend both skills. A successful 
economy will need both a 
healthy manufacturing sector 
and a thriving service sector. 


of Europe. North and South America, Africa, Asia, Australia, 
D specialists in 6 Centres all over the world. 


2.500 R& 


A wide range of products: from tyres to telecommunication 


and energy transmission cables, from motor vehicle 
and industrial components to consumer products. 
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Challenges to the 
right to manage 


By John Gapper 


anagers of the Brit- 
ish workforee sub- 
stantially advanced 
their boundaries of influence 
during the 1980s. It was a 
decade of management power 
tubonnd in industries which 
had previonsly been con- 
strained by strict working 
practices agreements, and 
union ties. The “right to man- 
age” was a little-chalienged 
idea, outside set-piece indus- 
trial confrontations such as 
the 1984-85 miners” strike. 
The idea of worker partici- 
pation in management Maes 
particularly peor decade. The 
1970s debate on industrial 


view 


ciency and feather-bedding. 
consolidation of management 
management 
power over work faces a chal- 
lenge in the 1990s. It is coming 
externally from both European 
Management practices and leg- 
islation, and internally from 
expectations raised by new 
management techniques in 
Britain. Combined, they 
“right to manage”. 
Statutory pressures for 
worker participation have 
been renewed by the 
Commission with the publica- 
tion of its draft directive 
which was descended from the 
Vredeling directive. Under this 
companies employing more 
than 1,000 people and based in 
more than one EC country 
would be required to i 


have to be consulted on mat- 
ters such as working practices 
and organisational change. 

Perhaps as significant itor 


ated by their own attempts to 


-re-organise the way work is 


done. Lint ’ right to 
communicate directly with 
individual workers and con- 
trol working practices in the 
past decade has been accompa- 
nied by a set of softer ideas. 
These have included team- 
working and consultation 
through quality circles. 
Similar management ideas 
in the United States have been 
dubbed “tough love”. The 
implication is that managers 
relate to workers as parents do 
to children. They know best 
how work should be carried 


i 


: Week internation“ 
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ont, and retain disciplinary 
Bower. Yet they try to help 
them develop their own ideas 
and antonomy. They also try 
to consult them and group 
them together in teams. 
There are clear difficulties 


trying to stimulate individual 


The authors conclude that 
companies adopting a partici- 
patory model of management 
in which workers are con- 
sulted in ways consistent with 
the EC draft directive achieved 
productivity gains of about 4 
per cent. In such companies, 
group incentives such as prof- 
it-sharing influenced workers 
and encouraged a belief in the 
legitimacy of decisions. Rota- 
tion of jobs in team-working 
was also effective. 

However, companies which 
dabbled in worker participa- 
tion a ties worse res. 
Altho they improved pro- 
ductivity through individual 
performance-related pay, 
group bonuses had little effect. 
Job rotation through team- 
working had a significantly 
Toeative effect on prodactiy- 
ity. 
for th ee I f a t 

ie lel of managemen' 
control which emerged in the 
1980s in Britain. It suggests 
that limited forms of team- 
work wien a broad accep- 
tance of worker participation 
may mi i 
If so, there must be doubts 
about how well this 
Angio American model can 
survive coming European. 
challenge. ae 
ductivity and th 
Company Statute. By John 
Cable and Nicholas Wilson; 
UCW Aberystwyth|Bradford 
University Management Centre 
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Plenty of gloom besides the Gulf 


IF ECONOMISTS and Gnancial 
markets cap tear their eyes 
away from the Gulf crisis this 
week, they will find that the 
world is awash with new eco- 
nomic statistics. Ly 

Much of the US and British 
news will be gloomy. The lat- 
est US retail sales data tomor- 
row and industrial production 
figures on Wednesday are 
expected to point to further 
weakness in demand and out- 

ut. 

F Similarly, today's provi. 
sional report of British retail 
sales in December and Thurs- 
day's labour market report are 
expected to add to the evidence 
of recession. . 

Somewhat improved infla- 
tion figures from Britain on 
Friday may lift the gloom a 
little, 

The consensus of analysts 
forecasts compiled by MMS 
international, the financial 
research company, points to a 
94 per cent annual increase in 
the December retail prices 
index against November's 9.7 
per cent rise. 


Annual % change 
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In Germany, the Bundes- 
bank council meets on Thurs 
day amid growing concern 
about the inflationary implica- 
tions of the German budget 
deficit 

it is uncertain whether it 
would change credit policy 
ahead of the Group of Seven 
finance ministers’ meeting in 
New York in seven days time. 

Events and statistics, with 


median market forecasts from 
MMS international in brackets, 
include: : 
Today: UK, December provi- 
sional retail sales (down 0.2 per 
cent}, producer input prices 
(down 0.5 per cent on month, 
2.4 per cent om year), producer 
output prices (up 0.2 per cent 
on month, 5.7 per cent on 
year); Bank of England quar- 
terly analysis of bank advances 
for September to November. 
Tomorrow: US, December 
retail sales (down 0.2 per cent). 
France, December preli 
consumer price index (month 
unchanged, up annual 3.4 per 
cent). Japan. market holiday. 
Wednesday: US, December con- 
sumer price index (up 0.2 per 
cent), CPI ex-food and energy 
(up 0.3 per cent), industrial 
production (flat), capacity util- 
isation (80.8 per cent}, Novem- 
ber business inventories (dewn 
03 per cent). Japan, November 
Inachinery orders. 

Thursday: UK. December pub- 
lic sector borrowing require- 
ment (£1.8bn surplus), labour 
market statistics including 


December unemployment (up 
50,000), vacancies (down 
15,060); November average 
earnings (up annua) 10 per 
cent), December provisional 
vehicle production. US, Decem- 
ber housing starts (2.1m): 
weekly money supply figures. 
Australia, November retail 
trade (up 0.3 per cent), Decem- 
ber unemployment rate (8.4 per 
cent), employment (down 
30,000). Germany, Bundesbank 
council meeting. 

Friday: UK, December RPI 
(unchanged on month, up 
annual 9.4 per cent). US. 
December merchandise trade 
($9.5bn deficit. France, Novem- 
ber industrial production (up 
0.1 per cent on month, 1 per 
cent on year). Japan, December 
wholesale price index (up 
annual 2.1 per cent). Canada, 
November merchandise trade. 
During the week: Germany, 
November wholesale prices 
(down 0.2 per cent on month). 
Japan, December money sup- 
ply. trade balance. 


Peter Norman 


a SA a es llr on oom NE 
APPOINTMENTS 


Changes at 
Scottish 
Widows 


Mr Mike Ross, a deputy 
managing director of 
SCOTTISH WIDOWS since last 
March, has been promoted to 
mahaging director from March 
31 this year when Mr John 
Elder retires for health 
reasons. Mr Ross has spent 
his whole career with the 
company in a variety of roles, 
including appointed actuary. 
Mr David Forfar will succeed 
Mr Ross with responsibility 
for the actuarial and 
accountants division. Mr Leslie 
Robb, group investment 
manager, is promoted to 
assistant general manager. 
managing alrecto, Will tle 
managing ry 

an a wider role as immediate 
deputy to Mr Ross from April 


1. 

Scottish Widows Investment 
Management has appointed 
Mr Wolf Roller as investment 
director. 


@ Miss M. Glennys Hughes 
and Mr Charles H. Mavor have 
been appointed directors of 





JANUARY 22 
ERM - IS THERE STRENGTH 
IN NUMBERS? 

D.C. Gardner's Harbour 
Conference Centre, 

Contact: Hilary Jackson, 

‘Tel: 071-537 3290 





LONDON 


JANUARY 24 
ACQUIRING IN GERMANY 
tan on the Park Hotel. Park Lane, 
London WI. A comprehensive 
guide to the M&A scene in the 
unified Germany. Sponsored by 
Coopers & Lybrand Exrope and the 
Lecham Partnership. Contacs 
FIBEX Tel: 071-189 9944 

Faa: 071-236 G140 


LONDON 








JANUARY 29 & 30 
SURVIVING IN RECESSION 
{nnovative solutions for business 
survival through the recession, 
Nationwide series of ( day 
conferences for cxecutive 
Taunagement. Contact; Conference 
Registrar. Paragon Information 
Management Consuhants. Tel: 
222 786605 Fox: 0222 786606, 


BRISTOL & 


JANUARY 30 
Doing Business in Eastern 
Germany: The Legal Aspects. 
Speakers from keading German law 
und accounting practises, the 
Minisary of the Economy and The 
Treuhandansalt. Cavendish 
Conference Centre. London W! 
Conwet: Weaminster Management 
Consultants Ltd 
Tel: 0483 7407390 

LONDON 


JANUARY 31 

# SWISS TAX SEMINAR 

Tas planning for multinationals 
with Swiss interests, Acratged by 
Price Waterhouse, guest speaker - 
Chie Tax Inspector from Swiss 
Intemational Division. 

Contact: Peter Riedweg 

U7 1-939 8259 





LONDON 


FEBRUARY 6 

THE HENLEY CENTRE"Anoual 
Review of Social Change - 
improving Marketing Productivity 
shrough Consumer Analysis.” 
Cavendish Conference Centre, 
London WI. £295+VAT. Contact: 
S.wequi Gots, The Henley Centre. Tel: 
G71-353 WOT 








LONDON 











SOUTHAMPTON 


SINGER & FRIEDLANDER. 
Mr Tom G. Nash and Mr 
Andrew N.G. Tibbits have 
been appointed directors of 
Singer & Friedlander 
Investment Management, 


m@ CHARTERHOUSE BANK 
has appointed Mr Andrew 
Hawkins as a director in the 
merger and acquisitions 
department. He was deputy 
chief executive at First 
Technology. Charterhouse — 
Tilney has made the following 
promotions: to director of 
investment management, Mr 


and Mr Kurt Mayer; to 
assistant director, Mr Chris 
Walker, Mr Mike Spong, and 
Mr John Serocoid. 


@ SWISS RE (UK) has 
promoted Mr Stephen Riley 
to deputy general manager, 
non-life, following his return 
from a two-year secondment 
to Swiss Re Zurich. Mr 
Graham Dimmock leaves to 
join Employers Re (UK). Mr 
Alan Co! becomes a 


de, manager when he 
transfers from the corporate 
control and planning 
department to re-establish the 


FEBRUARY 7-8 
INTEGRATED POLLUTION 
CONTROL 

Cafe Royal, London W1, A two day 
conference on pollurion control, 
Contact: Liz Hide, IBC Technical 
Services Lid. Tel: 071-236 4080 
Fax: 071-489 0849 


LONDON 


FEBRUARY 8 
Launch of EIS -EPiC for UNIX. 
EIS-EPiC is Europe's leading DOS 
-based Executive {nformation System. 
Heathrow Penta Hotel. Contact: 
‘Tiffany Carr. Planning Sciences pic. 
Tel: 081 879 3828 
Fax: 08] S44 1604 


LONDON 


FEBRUARY 12-14 
SMART CARD '9t Conf'Exh 
Novote), Hammersmith, 50 experts 
take part in this 3 day imemational 
conference examining smart card 
applications in business, medicine. 
banking, retailing, transport, leisure 
and local govt. For further info 
vontact: Agestream Lid, 

‘Tel: 0743 60535 

Fay: 0733 345522. 


LONDON 





FEBRUARY 13 & 14 
Intemational Banking 

Hotel ImerContinental, London 
Enquines: Financia) Times 
Conference Organisation 

Tel: 071-925 2323 

Fax: 071-925 2125 


LONDON 





FEBRUARY 18 
FINANCING ENERGY 
PROJECTS 

Institute of Petroleum, Gf New 
Cavendish St. London Wt. 
Commaet: Susan Ashton, Institue of 
Petroleum Tel: 071-636 1008, 


LONDON 





FEBRUARY I8 & 19 
European Insurance Forum 
Hotel lnterCominentat. London 
Enyuirtes: Financial Times 
Conference Organisation 

Tel: 074-925 2323 

Fax: U7 1-925 2125 


LONDON 





marketing services department 
in the non-life division. These 
moves are from February 1. 
Myr Jeremy Hindle has been 

ed to senior 
underwriter, property. 


@ Mr Allan Bridgewater, 
group chief executive of the 
Norwich Union Insurance 
Group, has been appointed a 
non-executive director of 
RIGGS AP BANK. Formerly 
owned by the Norwich Union, 
the bank is now UK subsidiary 
of The Riggs National Bank, 


Washington DC. 


m BALFOUR BEATTY CIVIL 
ENGINEERING, part of BICC 
Group, has formed its business 
into three divisions. Mr David 
G. Fison has been appointed 
general manager, major 
products division: Mr Andrew 
E. Rose becomes general 
manager, civil construction 
division; and Mr Tony W. 
Merricks is made general 
manager, specialist holdings 
division. 


g@ Mr Edward J. Gebriein has 
clot Gperating Ooicer at 
operal ra 
Bedford ‘Associates Inc, a 
BRITISH AIRWAYS subsidiary 
software company based in 
Norwalk, Connecticut. He was 


TRADE FAIRS, EXHIBITIONS & CONFERENCES 
CONFERENCES 





FEBRUARY 19 

Oil Price Information 

Institute of Petroleum, 61 New 
Cavendish St. London W1. 
Contact: Jean Etherton, institute of 


Petroleum Tel: 071-636 1004. 


LONDON 


FEBRUARY 19 
Japanese Inward Investment in the 
United Kingdom. One day 
conference at Hyde Park Hotel, 
London SW 1. Speakers include 
Edward Leigh MP, Peter Walker MP, 
reps from EC. CBI, Japanese 
Embassy. Nomura Bank. Komatsu 
(UK) and Nissan Motor 
Manufacturing (UK). Wesuminster 
Management Consuftants Lid. 
Tel: D483 740730. Fax: 0493 740727. 
LONDON 


FEBRUARY 20 

Financial Services: The City 
Revealed 

London Business School, NW1. £175 
Contact: Yasmin Ganes, London 
Business School Information Service. 
Tel: 075-262 505 X229 

Fax: 071-706 1897 


LONDON 


FEBRUARY 21 

THE MANAGEMENT OF 
CHANGE CONFERENCE 
BAFTA Conference Centre, London 
WL. Speaking on this key management 
issuc an: BP, GPT. BHS and Richard 
Pascale. author of ‘Managing on the 
Edze’, Sponsored by Apple Compurer 
UK Lid. Enquiries: The Event 





Grgamination Company, Tei 2071-228 
S034, Fax; 071-924 1790. LONDON 
LONDON 
2 APRIL 3-5 
FEBRUARY 21-22 COAL IN THE ENVIRONMENT 


HOW TO BUY A COMPANY 
WORKSHOP 
Limited to 40 delegates, special offer 
S07 off 1 Financial Times readers: 
£297.50 + VAT. 
Contact: Acquisitions Monthly 
O71-823 8740 

LONDON 


FEBRUARY 23 
Gas Market in Britain and Europe - 
Supplies; Transmission & 
Reguiation. Speakers include Maters, 
Europeatt Commission, Aicock. 
British Gas, Ells. Kinetica, London 
Press Centre. Comact: Frances Quinn, 
Puhlic Issue Conferences. 
Tel: O71 537 3773. 
Fax: (71 537 3293 

LONDON 
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president of System One, a 
computer reservations system 
company. and had worked for 
Trans World Airlines and Pan 
American World Airways. 


gw MEAD COATED BOARD 
UK has appointed Mr Nicholas 
Craggs 2s sales director. He 
was with H.W. Chapman. 


@ Mr Martin Brennan bas 
been appointed senior _ 
manager, customer services, 

at BARCLAYS GLOBAL 
CUSTODY CENTRE. He was 

a senior manager in Barclays’ 
electronic banking department, 
specialising in international 
cash management. 


Senior post 
at Hawker 
Siddeley 


™ HAWKER SIDDELEY 
GROUP has appointed Mr 
Darrell Whitaker as director, 
power station construction, 
Hawker Siddeley Power 
Engineering, He was managing 
director of sister company 
South Wales Switchgear. Mr 
Gareth Clarke bas been 
promoted from finance director 
of South Wales Switchgear to 
director and general manager. 





FEBRUARY 28 - MARCH 1 
ACQUIRING IN EUROPE 
CONFERENCE 

Special offer 50% off to Financial 
Times readers: £247.50 + VAT. 
Contact: Acquisitions Monthly 
071-823 8740 





LONDON 








MARCH 4 

London Motor Conference 
Hotel InterContinenal, Londen 
Enquirics; Financial Times 
Conference Organisation 

Tel: 071-925 2325 

Fax: 071-925 2125 





LONDON 






MARCHG6&7 

The European Water Industry 
Hotel InterContinental, London 
Enquiries: Financial Times: 
Conference Organisation 

Tel: 071-925 2323 

Fax: 071-925 2125 









LONDON 





MARCH 11-12 

Conditions For Investment it 
Central and Eastern Europe. 
Britannsc Tower. Moor Lane, 
London EC2Y 9BU Contace ICC 
United Kingdom 

Tel: 071-823 2811 

Fax: 071-235 5447 














Clean Coal Technology - growth 
industry of the 9's. Expert 
presentations from 27 countries. 
QE Conference Centre,-Landon. 
Contact: World Coal Institute 
Conference Secretariat, 

Tel; 071-228 8034 Fax: 071-924 | 


LONDON 


















APRIL 29 & 30 

World Pulp & Paper 

Hote! InterContinental, London 
Enquiries: Financial Tiines 
Conference Organisation 

Tel: 071-925 2323 

Fax: 071-925 2128 









LONDON 
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UK COMPANIES 


able rise in earnings when it 
annual 














FORECASTS FOR interim ucts business, for £325m, ito. company, is expected 

pre-tax profits which Tomkins, _ This purchase, which was reports cle O costs | duce are profits of aro 
the fastgrowing industrial con financed by @ rights issue, is ber on Wednesday. FOROeS fo when it reports its inter: - 
giomerate, will announce on expected to lift the interim centre around prot cent. ims for the six months to ser : 
Monday, centre around 30m, profits. However, there are for the year, up [7 Ber te tecnber 90 on Thursday. Th 
against £23.3m in the compara. concerns that Tomkins has The company aking profit, which compares with , 
ble period. In the half-year to increased its exposure ta the from its policy of not me pretax ts of £204m. last 
October, Tomkins, whose prod- US just as that country’s econ- many acquisitions hi tetas year, will mainly due to the - 
uct range runs from valves to omy is going into recession. trating on existing ality of redemption of bonds that were 
hand-guns, bought Philips First Leisure is likely to and upgrading a trading at a discount. 

Industries, a US building prod- please investors with a respect- its assets. : > 

UK COMPANIES 
TODAY Apotto Metats, The National ritlon Finals: ee 

COMPANY MEETINGS: jotorcytio Museum, Goventry First Lelaure inv. 

McLeod Russel, Now Rood, Bickenhil, Solihull, West tnferina: London Bank Witan tv. 

Connaught Rooms, Great Midlands, 10.30 Debenham Towsan & Plateau Mining Interns: india 

Queen Street, W.. 10.00 Concentric, Penns Hall Hotel, = Ghinnocks fnferies: Hampsart 

BOARD MEETINGS: Penns Lane, Sutton Coldfield, Howden Barbour index Mauntielgh 

Finals: 230 Lazard Select inv. Trust Wyko é Pes! Hidgs. 

Aukett Associates fwik Save, Mallington ML Hidgs. ws THURSDAY JANUARY 17 Stanley Leisure 

Burndene Invs. Banastra Hotel, Parkgate COMPANY MEETINGS: Symonds Engineering 
interima: Rosd, Chester, Gheshice, 12.00 Norway cay is BOC, The Savoy Hotel mPRIDAY JANUARY 18 

Balapak Foods ital Pak Laas 1.00 COMPANY MEETINGS: Govatt Adantic tnv, Trust, BOnRD: MEETINGS: 

Bei Babooch Prebon 200, Group, inane Swata ee Spry st Andvow Trust ee 
[onan Blockcity Grown Communications tale Sani Pee. B08 Avenue, E.C., 2.30 Selective Assets Trust - 

Tomhins, Eurothenn ind ere Coes Toe 103 New — Ml . ae nga are annual - 
vi Oxtord Street, Compai raeeti 
Yorkthica Plectrieity kane Shani, The Marriot Hots!, 10 Angtia Talevision general moatings unlaso ; 
m TOMORROW London & Clydesida Hiigs. Grosvenor Square, W.. 10.30 Davenport Vernon otherwise stated. 
COMPANY MEETINGS: Shariff Hidgs. BOARO MEETINGS: : 

DIVIDEND & INTEREST PAYMENTS e . 

mTODAY ZW Convertible Inv. Tat 1.5p  S5gpe. Treasury 812% Ln. 2007 Echlin 17.5ct3, 

600 Group 1.5p Caltyna 6p Qcaldentat Petroleum 62 Sets. Elewick 0.22 

Bradtord & Bingley Bidg. Castle Communications 4.5p Qwen & Robinson 0.16p Young (H.) 4p frakine House 2.3p ue 
Society Fitg. Rate Nts. 1999 Concentric 7. Pacific Gas & Electric S8cts. THURSDAY JANUARY 17 Fuller, Smah & Turner Zp 
£354.97 ‘Du Pont O'seas Capital NV Perkins Foods Gnv. Pri Abbay National Nts. Govet! Atantic Inv, Tat. 23p 
Glyde Blowars 7.07p 1144 % Grd, Nts. 1995 5.625pc. 3.0666p 2000 £351.30 Hogg Robinson 225p 

Eliot (B) 1 25p. Edinburgh Inv. Tst. 3% % Deb Quaker Oats 39cts. Channel Expreas 1.2p 

Funding 312% Stk, 89/2004 Stk. 1998 1%pc. Property Tst..65p City of London PR 1.04p JS Pathology 1.65 

1.75pe. Evode Gnv, Prt. 3. ‘Smhntline Beecham Foulura Hidgs. 0.5p Jarvis Porter 1.4p 

GEL Intl. 2.47p Govett Strategic Inv. Tst. 08p Kuwlk Save 8.4p Lees (John J.) 0.75p 

Globa inv Tat. 112% Uns. 107% Dab. Stk. 2016 5.2pc. Sweden (Kingdom off 11% M. BG. 8.56 Lucas Industvies 4.9 

Ln. Stk, 80/95 5.75pc. Hambros 4p Ln. Sth 2012 5.5pc. M. & G. Second Dual Tat. Marks & Spencer 2p 

Grampian Taiavision NV A Oo, NV 2.15 Treasury 942% Ln. 7999" 2211p North investors Sp ae 

in Shope 0.66) PASM O50 Pits 48125p Weddington (John} 3.6p Se ic 4 Norther Rock Bidg. Soctety 

Marling Industries 1.3p Lita Sciences Intl, 8% Pri.4p — Witan Inv. 3.4% rf. 1.7p Nei % Fig. Rate Nis. 1205 £17644 . 


Multitone Electronics 0.75p 
Royal Tst. Govt. Sec. Fund 
A, 


625p 
Treasury 13% Sth. 2000 6.5pc. 


McKechnle 9.75p Apollo Mi 2 
WTOMORROW Rusaell 3.05p. European Inv, Bank 9% Ln. 
Agricultural Morigage Carp, Morgan [u-P.) 49.6cts, ‘Stk. 2001 4.5pc_ 
6% % Deb. Stk. 92/94 6.1259c. Motorola 19cts. Fluor Sets. 
Do. $1o% Deb. Stk 90/85 Murray Intl. Tst. 3.9% Pri. Hewlett-Packard 10,5cts. 


Stk. 1994 412 pc, ‘Stk. 259) 
American Medical Intl. 8% Ya Da. 4% 
Una. Ln Stk. 2011 4139. Do. 4% 
BCE 64cta, Do. 7% 


@ TODAY 

Commons: Second Reading ot 
the Severn Bridges BHI. Motion 
on the Caribbean Development 
Bank Order. Opposed private 
business. 

Lords: Development Board for 
Rural Wales Bul, Committee. 
Maintenance Enforcement Bill, 
Report. Statutory Sick Pay Bill, 
Committee. 

m@ TOMORROW 

Commons: Gebate on the Gulf 
crisis. 

Lords: Debate on the Gulf crisis. 
a WEDNESDAY 

Commans: Opposition debate; 
subject to be announced. 
Lords: Debate on the need for 
a comprehensive environmental 


CONSTRUCTION CONTRACTS |. 


Lucas Industries 104, % Uns. 


PARLIAMENTARY DIARY 


1.85p Naw Throgmorton Tat, 1983 
North Surray Water Si % Deb. 2p 
pc. Northern Indl. imp. Tar 15p 


Powel! 


‘strategy In Britain. Question to 
Government on auction houses. 
Select commitives: Foreign 
Aftairs — subject, the Gulf crisis. 
Witness: the Foreign and 
Commonwealth Secretary (Room 
8, 10.30am). 

Parliamentary Commissioner 
for Administration —- subect, 
annual reports for 1989 to 90, 
Witnesses; East Birmingham 
Health Authority, Hightand Health 
Board, North East Thames 
Regional Health Authority (Room 
19, 10.45am). 

Energy ~ subject, 
decommissioning of oll and gas 
flefds. Witness: Assn. of British 
Independent Oil Exploration 
Companies (Room 6, 11am). 


Yetverton inva. 84% Uns, Ln. 


Property Partnerahips 2.45p 
Stoddard Sekers Int. .65p 


FRIDA’ 1% 
British Inv. Tat, .5p - 
EMAP 1.09 : 


Education — subject, sport 
in schools. Witnesses, Central : - 
Council for Physical Recreation; 
Secandary Heads Association 
(Room 8, 4.75 pm). 

Public Accounts, — subject, 
Accommodation for Customs and 
Excise Investigation Branch. 
Witnesses: Sir Gitan Unwin and - 


Mr A. Atcherton and Mr A. Brown 


(Room 18, 4.15pm)." - 

Tr ~ subject, British - 
Railfreight. Witnesses: British 
Rallfreight representatives (Room 
17, 4.15pm). 4 Toe 7 

Procedure — subject. ~ 


Documentation required for the” Ss 


consideration of Lords 
amendments to legislation. 
Witnesses, Rt Hon John 


MacGregor MP, Leader of the 
Commons, Hugh Barclay, Clerk, 
: . of Public Bills and Eric Hendry 


Quadrant 5p 
Shanks & McEwan 10.25 
‘Tiirogmorton-Dual Tst. 1.75p 
























HMSO (Room 6, Spm). 






‘Census Confidentiality Bi 
* Opposed private business. 


7pm: - 


ng. cise i 
Compensation Bill, Committee.“ “. 









Auditorium 
for Sultan 
of Oman 


WIMPEY ALAWI has been 
awarded three contracts in 
Oman, worth about £4.4m. 

The is for a £2.5m 
music auditorium for the Sul- 
tan of Oman at Bait Ai Bar- 
akah in Seeb. Work will take 13 
thonths, and includes a 47-me- 
tres diameter circular audito- 
rium for an audience of up to 
190. The contract includes all 
mechanical and electrical 
works, finishings, i 
and stage lighting. 

For British Petroleum Mid- 
We East, the company has a 
£1.2m contract to upgrade and 
change the image of BP's 60 

1 stations throughout the 
ultanate. All of the canopies 
fascias, lighting. signs an 
shop fronts will have been 
changed by June 1992 to bring 
them in line with the compe: 
ny's new corporate identity. 

‘The third contract is for a 
heavy-vehicle military work- 
shop in Seeb for the Royal 
Guard of Oman. The £550,000 
project will be finished by May 
next yea, i i 











LAING WESSEX has over £9m 
orders. The largest is a &4.lm 
contract awarded by Wok- 
ingham District Council for a 
swimming pool. Construction 
begins this month at the Carui- 
val Field and involves a single- 
storey complex and access 
road, for completion In July 
1992. In Windsor, ICL has 
awarded two contracts, 
together worth £5.1m, for three 
training centre blocks. The 
first is to be finished in July, 
and will contain 78 study bed- 
rooms with en-suite bath- 
rooms. Work on the other 
blocks, providing 88 rooms, is 
due for completion by the end 
of the year. 


kkk 

New business at BEAZER 
CONSTRUCTION SOUTHERN 
is currently worth over £7m. 
yok includes ieee an 
in of accom tion ks, 
at RAF Northolt for the PSA: 
construction of a security 
building in Hounslow for Brit- 
ish Airways; and a four-storey 
commercial building in Brix- 
ton, south London, for Effra 
Properties, which will include 
an old synagogue in the facade. 


Expo 1992 exhibition 


A £22m 
ent 


Managem 
awarded to the P&O 
BOVIS INTERNATION to 
convert the Plaza de Armas 
Railway Station in Seville into 
an exhibition centre in time for 
the Expo 1992 Worlds Fair. 
Work will be undertaken by 
subsidiary company Bovis 
Internacional de Espana SA. 
The 15 month fast-track proj- 


construction 
contract has been 


ect also involves the construc-' 


tion of a five-storey four star 
hotel with 250 bedrooms, 2 


nine-storey office tower and 
two levels of. underground: 
parking for up to 650 cars. 


Ali four elements of the . 


neighbouring The 
client is Corta de Chapina SA, 
of Madrid. : 


76,000 sq ft station building, a 
further 56,000 sq ft of space will 


New club stand at Epsom 


The Woking-based southern 
office of 7 a member 
of the construction division of 


club stand at Epsom race- 


course. 

The project, due to com- 
mietice in January with comple- 
tion scheduled for May 1992, 
will be in two phases to minim- 
ise disruption to this year's 


Oxford University innovation centre -_ 


The contract for the £4.9m 
Oxford Innovation Centre, a 
joint venture between the Uni- 
versity’s Magdalen College and 
the Prudential Insurance Co, 
has been won by the SDC CON- 
STRUCTION GROUP, Bedford. 
The project is similar to the 
Cambridge Innovation Centre, 
also built by SDC, which pro- 
vides office facilities for emer- 
gent high technology compa- 
nies along with a central 
secretariat, conference and 


Contracts totalling more than 
£12m have been awarded to 
MOWLEM SOUTH WALES, a 
division of Mowlem Regional 
Construction, 

Work bas started on the larg- 
est, 2 telecommunications engi- 
neering centre being built at 
Forest Farm, Cardiff (close to 
junction 22 of the M4), for Brit- 
isb Telecom Wales and the 
Marches. The project involves 
the construction of three build- 
ings including an administra- 
tion centre. Completion is 
schedulcd for June 1991. 

In Swansea, a European 
business management school 
building is being built for the 
University of Wales Swansea 
College at the Singleton Park 
site. The two-storey, steel- 
framed, metal clad building 
with timber-framed windows 


Derby day in June. 

The ald club stand is to be 
demolished to make way for 
the new and enhanced accom- 
modation which will include 
jockeys’ facilities, room 
and cinema at lower ground 
floor level; main entrance, 


ground/mezzanine 

Jevels and the club restaurant 
and kitchen at level 1. 

The new 25 metres high 

stand will have a total enclosed 


seminar rooms all linked to the 
resources of the University. 

The contract is one of ei 
awarded to SDC, total ue 
£19m, which also includes the 
£5.5m extension and refurbish- 
ment of the Sainsbury stores 
group's residential training 
Centre, Fanham's Hall, at 
Ware, Hertfordshire, and a 
pala aie A technology centre, 
costing £2.7m, for Vauxhall 
Motors at Dunstable. 

The remainder, a mix of 


throughout, will be completed 
by summer 1991. The contract 
Ke am refurb hinent project 
refurbishment 

is under way in Caldicot for 
Monmouth Borough Council. 
The 40-week contract involves 
rebuilding 78 PRC houses on a 
Caldicot housing estate. All 
external walls are to be recon- 
Structed, doors and windows 
rebuilt, and the insulation 
increased on ail properties. 

4 {1.7m buliding extension 
and recladding contract has 
also awarded to the com- 
pany. A two-storey extension 
to Texaco's offices at its oil 
refinery plant in Pembroke is 
being built and the existing 
otloes reclad using high-class 

nium ishi 
ctadding: panel finishing 

Other contracts include the 





commercial and industrial, are’ 


multi-screen ft out for Can- 


non Cinemas at Bedford's . 
Aspects leisure centre and an 
extension to the Fitzwilliam 


Hi 


ospital, Peterborough, (both 


£L5m), six industrial units fo! 
Durkan “Property Develop: 
ments at Welham Green, Hert- 


bishments for IMI 


fordshire, (£1.3m), also refur- 
0 Precision 


Controls at Staples Corner . 


Longbridge (ose on 
Telecommunications centre in Cardiff 


Bute Street, Cardiff 


Rover Group at 


1 of =a 
residential bck ie Gree: 
town, Cardiff and the ground 
floor refurbishment of flats in 
if including - 
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Stage’ 
Dr ©mig 


Tesi | comepy THEATRE 


Bs, Rh Something bas clearly changed 
we, 8G § in the British theatre Soa 
Lae th perhaps in Britain - since 1965 

3 when Harold Pinter's The 
Homecoming was first per- 
formed by the Royal Shake. 
speare Company at the Ald- 
wych and was widely seen as a 
tour de force. Even this 
he reviewer thought that it had 
‘4! Bits moments. The Pinter pause 
a between statements was 
almost an art in itself. 





















directed by Peter Hall and 
designed by John Bury: no 
less. It was not the happiest of 
25th anniversaries, for the 
news is that Pinter has most 
dreadfully dated. This play also 
seems much more unpleasant 
— sometimes quite viciously so 
- than one remembered. 

It is fair to add, in case any- 


interval, that the second act is 
considerably better than the 
first, which is em! ing in 
its bexality and lugubrious 
slowness. Someone shouid take 
a stop-watch to the pauses: if 
they do not take longer than 
" the dialogue, it must be a close 
: eC thing. Few of the pauses 
‘Nare~pregnant. For a while I 





Henze. 
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Cherie Lunghi as Ruth, with 
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thought that Peter Hall was 
deliberately sending up a play- 
wright whose style has under- 
Standably given rise to numer- 
ous parodies. Such a view 
would be too kind: this produc- 
tion is relentless in its attempt 
be taken seriously, 

There is a star attraction. 
Warren Mitchell, the Alf Gar- 
nett of the BBC's Til Death Do 
Us Part plays Max, the father. 
The two roles have a jot in 
common: both characters are 

ral, xenophobic and gener- 
ally contemptuous of women. 
Possibly Mitchell's playing 
accentuates the similarities, 
but even that conclusion must 
be fudlect to a photo-finish. 

0! Characters are more 
ey a0 funny. 

chell has said frequentl: 
that he does not approve of the 
characters he plays: he claims 
to do it to expose their preju- 
dices. The claim would be 
easier to believe, however, if 
there were some element of 
satire and if someone ever 
stood up to the bullies. After 
this production, one begins to 
wonder about Pinter, too. The 
illiberalism and the lack of 
feeling might just as well be 
his rather than his characters’. 


a 





Warren Mitchell (right) and Douglas McFerran” 


The H. omecoming 


The jokes of 1965 have turned 
sour in 1991, 

There is also one spectacular 
plece of miseasting. Greg Hicks 
who plays Teddy, the philoso- 
pher son who has gone off for a 
more than comfortable life at 
an American university, nei- 
ther looks nor speaks like a 
don of any kind. Note his 

lothes and movements for a 
start. Since the director, after 
all, is Peter Hall, there may be 
some reason for this. Is it a 
Private joke? If so, it escapes 
us, 


Moreover, the philosopher's 
wife Ruth, well enough played 
by Cherie Lunghi, is a cypher. 
She has no characterisation of 
her own and is merely a butt 
for the men. That must be Pin- 
ter’s fault as well as Hall's. 
Certainly it is not Ms Lunghi’s. 
She does everything that is 
asked of her. 

Nevertheless, perhaps you 
should go and see this produc- 
tion, especially if you saw the 
original. it will be an interest- 
ing test of whether your atti- 
tudes have changed. Few peo- 
ple, I guess, will admire The 
Homecoming now. 


Malcolm Rutherford 
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The best of British 


Colin Amery discusses the buildings of 
the 1980s which caught his eye 


am regularly asked: “Where are 
the good new buildings in 
Britain?” It is a question that 
_ crops up as people return from 
Paris and, more recently, from 
Barcelona, It used to be asked, 
particularly by developers, when they 
returned flushed with enthusiasm 
about the quality of the building boom 
during the 1980s in parts of the US. 
Nowadays developers are not very 
flush, which may give them time to 
look at some of the architectural 
achievements of the 1980s in Britain. 
This thought made me wonder if I 
was giving my readers the service they 
deserve. There is not space to write 
about every new building that catches 
the eye, and although 1 attempt to offer 
a_ catholic coverage, it is easy to be 
diverted by pressing topical matters of 
opi 


ion. 

Starting the search for top quality 
architectural experiences in Scotland 
and working south would take us to the 
Burrell Collection Museum in Glasgow 
designed in the early 1980s by Barry 
Gasson. This is beautifully sited 
alongside some superb woodland and 
has high, elegant galleries full of the 
rich mixture which makes up the 
collection. Not very distinguished from 
the outside, but one of Scotland's best 
modern buildings within. 

Also in Glasgow is the Princes Square 
Shopping Centre on Buchanan Street 
(architect Hugh Martin), an enclosed 
town square with shopping on five 
levels. This is distinguished by its brave 
attempts to incorporate the work of 
artists and craftsmen who have been 
used to omament the whole centre. The 
sense of theatre is strong and highly 
attractive. 

Not far away is the St. Enoch Centre 
which claims to have the largest glass 
roof in Europe. The architects were 
Reiach and Hall and the shopping and 
leisure centre was not finished until 
1989. It is worth seeing, not for the 
shopping, but for the kind of 
engineering tour de force that we 
normally associate with the great 
Victorian railway stations. 

Wales has few great recent buildings 
but the imported Richard Rogers Inmas 
Microelectronics factory in Newport 
does have a colourful and jagged 
high-tech presence. The main interior 
spine is very striking. Unless you are 
prepared to don a spacesuit you are 
unlikely to be allowed to see more. It 
should be on any list. 

But when in Wales do not ignore 
Swansea, which has redeveloped its 
waterfront with houses and shops and 


BOOK REVIEW 


remarkable conceptual and less 
conceptual art works. It has surreal 
beauty which is i tive and rare. 

Outside Sheffield at Hathersage on 
the Grindleford Road is the circular 
David Mellor Factory built in 1983 and 
designed by Michael Hopkins. It is one 
of the best new buildings in Britain - 
modest and yet perfectly planned and 
crowned by one of the most lovely roofs 
supported inside by the delicate spokes 
of a huge bicycle wheel. - . 

In the north-east I have always liked 
the town hali that was built in the early 
1980s in Chester-le-Street, designed by 
Faulkner-Brown, Hendy, Watkinson 
and Stonor. It gleams with a silvery 
giow and has a long tall barrel vaulted 
mall that runs right through it. This is 
a simple and straightforward modern 
building that organises all the civic 
activities very clearly and has brought 
a lot of light into the lives of the 
workforce. 

‘The garden festival approach to inner 
city revitalisation during the 1980s did 
not leave many permanent memorials. 
But there is one in Liverpool at Priory 
Wood, where in 1981 Arup Associates 
built an amazing and elegant covered 
hall which is a great glazed barrel vault 
which looks as though it really should 
not stand up. It does, and looks 
marvellous. 

To the east it has to be the 
Schlumberger Research Centre 
designed by Michael Hopkins just 
outside Cambridge that is worth the 
detour. Like a giant butterfly that has 
just landed in a meadow it has 
tremendous elegance. Which is, sadly, 
more than you can say for many of the 
new buildings in Cambridge of the 
1980s — although the view from the 
garden of the (1980) new Robinson 
College by Gillespie, Kidd and Coia is 
dramatic and has the beauty of a great 
brick fort. 

In the capital, you have to see 
Broadgate near Liverpool Street as an 
example of what can be done when 
following the American example of 
redeveloping whole blocks of the city as 
offices. It is not subtle, but of its kind 
(architects Arup Associates) it is good. 
The ska! rink and sculpture are as 
good as the buildings. The rebnilt 
Liverpool Street Station is going to be a 
fine mixture of old and new when it is 
complete. Lloyd's of London on Lime 
Street by Richard Rogers and Partners 
is a mixture of bravura and barminess, 
It would be on any list and the central 
high space with the whirling yellow 
sided escalators is a million times 
better that the strange untidy outside. 








1 





Richard Rogers’ Lloyd’s of London building, showing the 
better inside than out 


whirling escalators: 


In London Docklands there is little of 
real merit, but the work of Piers Gough 
of Campbell Zogolovitch Wilkinson and 
Gough have given us China Wharf, The 
Circle and Cascades - all of them 
oviginal and very English. John 
Outram’s Stormwater Pumping Station 
on the Isle of Dogs is a good example of 
a powerful architectural imagination a‘ 
work on a mundane commission. The 
result is something so full-blown as to 
be almost alarming. James Stirling is 
not well represented in the capital and 
his Tate Gallery extension is not one of 
his great works, but it does have many 
of his hallmarks and should be seen for 
its curious contextual qualities and its 
pleasant galleries full of Turners. 

The new wing of the National Gallery 
(architects Venturi Scott-Brown) will 
soon be on any visiting list of important 


new buildings as will Norman Foster's 
new premises for Independent 
Television News in the Grays Inn Road. 
News that Richard Rogers is to design 
the new HQ of Channel Four in 
Horseferry Road means that London 
will be rich in the high-tech 
architecture of communication. Is it too 
close to home to add Nicholas 
Grimshaw's Financial Times printing 
works on East India Dock Road? It is 
already much visited by architecture 


No list can be complete and there is a 
good new guide that offers a much 
fuller coverage of the country for 
enthusiasts of the new. Modern 
Architecture in Britain by Peter Murray 
and Stephen Trombley has just been 
published by the Architecture Design 
and Technology Press at £12.95. 
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A century of Russia’s dancing past regained. 


BARBICAN HALL and RADIO 3 

















chance to reassess both The 


early violin concerto (in which 





prepared for them until he 


= short stories in all but : at 


: ‘= ‘The core of the BBC's Henze e kmow far too little Tchaikovsky's Ballets was a . 
: festival-is the five days-of . Raft of the Medusa and Tristan, (Kolja Blacher was the elegant about the history of pioneering work in its A CENTURY OF had turned away - and name — of some of the a *. 
orchestral concerts presented _ major scores ‘which divide soloist), with its assured and ballet in Russia, and authority and probity. Now RUSSIAN BALLET recounts how one girl, shown significant productions on te * 
3 in the Barbican Hall, to opinions right down the highly personal compromise|that far too partially, comes A Century of Russian by Roland John Wiley the caged eagles in the aviary, ; » Wi 7 a = 
es the production of The English middle, and go to the heart of between serialism and}thanks to the blinkers Ballet to shed further ¢ Osford £29.50 observed that “Even I know writings of two : eadin, 
a Cat at the Guildhall School, on the “Henze problem”: of howto Bartdkian neoclassicism, and | and gags forced upon much-needed illumination. ee cee that an eagle has two heads”. critics, Skalkovsky ane ; 3 
3 “which Richard Fairman’ come to terms with a composer the dry, constructivist Aniifone | Soviet. | dance-scholars His subtitle - Documents and Other dancers seem no ae , we are m,n the « 
reported on’ , Provides’ as manifestly gifted as any in of 1961, it showed just how} in the years before ye-witness Accounts, 1810-1910 less vivid in Wiley’s _ stalls of the Mariinsky Theatre, 
a fascinating pendant. Any the last 50 years, yet whose easily Henze can slip behind a rt. - explains the matter of a Fokine at the start of sympathetic translations. in the coulisses, and in the 
7 practicably-sized attempt to music ranges between and, whether consciously | “It is saddening to book essential for anyone this. We meet Didelot in ere is Ni Bogdanova, haunts af belletomanes es, (even f 
encompass an output a3 extremes of line and or not, fall back upon that | contemplate the special interested in the development the bi memoir by his whose phical sketch was madder and more de i 
and varied as Henze’s must self-indulgence, etween formidable fluency. pleading and bias which of Russian ballet. devoted pupil, Adam couched in almost the! favourites than any ; 
concentrate on representative sharp-edged originality and _It is when Henze encounters | corrupted what should have Professor Wiley has selected, Glushkovsky, and incidentally religious terms, not least toda y). eile: yeokta : 
works and try to mix the apparent miscalculation. words that the disguises drop | been serious commentary from translated and commented glimpse a society very like when treating of her modesty ‘0 each oO} e ; ant : : 
familiar with the unfamiliar, ‘The opening programme, away - in the best of his | Russian dance authorities for upon a series of Russian texts the one we know from War amid the corrupt Inxury sections. which en th : 
the BBC's programmes succeed beautifully prepared and operas and vocal works. So the | more than half a century. And which give a panoramic view and Peace. ; of the Parisian ballet scene; Al oxandre Benois tot : 
: in that, and between the First conducted by Markus Stenz 1957 setting of Ingeborg | because few Western writers of of the ballet in Petersburg The reminiscences ‘of the and Ekaterina Vazem, in a Diag! hilev as commentators : 
, Violin Concerto of 1948, with the BBC Philharmonic, Bachmann, Nocturnes and | stature had the linguistic (chiefly) and Moscow. dancers Timofey Stukolkin and selection from the acerbic on the late, years of e : 
included in the opening’ could have designed to show Arias, with the soprano | skill or the academic The vast majority of these Anna Natarova explain the memoirs she dictated in the imperial ; ailet, Hey q 
concert on Friday, and the how unruly that creativity can Christine Whittlesey as rapt | distinction to make use of documents are unknown to often harsh existence of 1930s when she was nearly 90 provides intro ue mata " : 
Seventh Symphony of 1984, be. It ended with the orchestral soloist, was the jewel of this | Russian source materials, our Western readers. Reading students and performers in and living in Leningrad, bring cuenta au ia ers ‘ 
which ends the celebration epitome of Henze's indulgent opening showcase, embedding | view of some of the most them, we gain new the imperial theatres with re-lives her triumphs of 60 ie sharp ocus. ‘prough : 
tomorrow, nearly every phase streak, the monstrous the voice in luscious orchestral | important ballet during the understanding of the life of innocent directness, Natarova years before. ene. as roug! : 
-_ of his protean development is “allegory for orchestra” of textures and charging the lines | past two centuries has been performers, of the nature of describes a visit in 1851 to She furnishes a briskly sensitive fans a zon ; is : 
s tered. ‘+ 1972, ‘Heliogabalus Imperator, with ‘an unaffected Bergian | {j1-fownded in fact and skewed ballet and the world of the Peterhof where, as one of a unflattering portrait of Petipa. century of allot. wit’ wt : 
gat me Inevitably there are in which his perfectly expressiveness. in interpretation. imperial theatres, in the words group of pupils, she took who gave her some per vagaries o! ae non ; 
a ed Lae omissions — it would have admirable purpose in Perhaps, it hinted, Henze's | Thus the significance of the dancers, choreographers part in an open-air finest roles, remembering cal 4 bade vp ond : 
“ been id, for instance, to portraying the life history of misfortune has always been to | of Roland John Wiley, and critics who inhabited that performance on the Olga as “unmusical” and a savoured. e pa ie : 
have been able to hear again the Roman boy emperor as a be an instinctive composer in | pre-eminent in seeking to world. island of Perrot's The compulsive womaniser regained. as if ‘gh a ' 
Voices, which has not been celebration of creative freedom an age when Figour and theory { provide serious, impeccably Wiley’s | texts ice pe Ne one the ia ne ce Gane proud of his aipped | 2 mate] gered oe : 
given complete in London for and independence becomes an have been rated more highly | scholarly and imaginative growth of a great Russ! evokes wi th marvellous clarity a wile eee pa : 


some years and is arguably 


trolled 


than imaginative power. 


material to redress this 


art during its greatest years, 


.\ Henze's non-operatic thin on ideas and heavy on situation. from Didelot at the beginning jin the Tsar's presence - they the old ballets nares Clement Crisp 
a iece. But there is the rhetoric. Together with the Andrew Clements | “Five years ago his of the Jast century to did not dare eat the repast motion as we read the t 








conducted by Erich Bergel. Popp in title role. Last performance __ in Private Lives (Aldwych), Miss Also Thurs. Tomorrow and Sat. Violin Concerto No. 5, with 2 . 
* Repeated ses ecely ® Thurs (212311) Saigon (Drury Lane), Andrew Lloyd Boris Godunov (362 6000) Theodora Geraets. Tomorrow, Wed Satellite Business TV 
INTERNATIONAL Webber's Aspects of Love, Starlight THEATRE ‘ a and Tiare: Bonerean Palen {all times CED 
. —————— SO E: and Phantom of the Opera. This week's shows include estra icted jar 
m CHICAGO m@ THE HAGUE Phone Theatretine: Plays 0836 430 Assassins, musical by Stephen Conion play Mozart, Mahler and Eureanort TO FRIDAY . 
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so (332 2244) ; conducted by Jean-Jacques 0836 430962 Hollywood in the 1940s by Larry CNN 
Fa Orchestra Hall 19.20 Chamber Kantorow play Boccherin!, Mott —_——__~n  Gebhart (Virginia), Black and Blue, i VIENNA : Soon Gag kichietine 
of music by Brahms, Berg, Mozart and Tchaikovsky, with Maria Tipo an evening of classic jazz and Staatsoper 19.30 Der fliegende 0800-0830 Moneyline : 
and Frank Martin played by soloist in Mozart's Piano Concerto @™ MILAN blues with tap-dancing (Minskoff), Hollander with Elizabeth Connell 1280-1800 CNN dlarket Watoh . 
es members of the Chicago No. 27, also Sun. Fri and Sat: Teatro alla Scala 20.00 Recital by Monster in a Box, one-man show and Bernd Weik!. Tomorrow: 1330-1400 Business Day t 


gh TODAY'S EVENTS. 








2 mg COLOGNE @ LEIPZIG Wed, Fri and Sun: Pier Luigi Pizzi's answers inquiries and sells tickets Venedig by yi cirauee, Mees a World Business 
MUSIC Opermhaus 19.30 Jakob Lenz, Production of Le Comte Ory Die rmaus (51444 
oe m™ BARCELONA Philharmonie 20.00 Heinrich Schiff ys opera by Wolfgang Rihm conducted by, Bruno Campane @ PARIS MdskKversia: 193), Zubin Mente SUctnaanel : 
; ‘eatre Liceu 21.00 Recital 1s conductor and soloist ina 7 ) with Cecilia Bartoli as Adele ucts Vi oveo-08s0 Fi ial Th 4 
4 ay oe ne programme of Dvorak, Beethoven 3744) MUSIC Orchestra in all-Mozart Businese Report” ah Limes 


by Pilar Lorengar, with songs by 


: Vivaidi, Pergolesi, Brahms, Woif, and Franz Hummel’s Cello g@ LONDON ee ae ea dl shana with eae ee EN oacei i A five minuto business briet- : 

Granados and others (412 1466) Cen Cee annie (aout) MUSIC m@ MUNICH Renee Fleming as the Countess, Sinfonia Concertante for Violin dng proedenst ree. times ; 

ae SS Queen Elizabeth Hall 18.00 The Music Michele Pertusi as Figaro, Martine — and Viola. Fri: Walter Weller 2130 (Wed only) Financial : 

RI 7 Ring Saga Part Two: Bri:nnhilde's Staatso| 20.00 Rafael! Frihbeck Times Business Weekly - the . 

wae ae m@ DRESDEN Awakening. City of Birmingham de Burgos conducts Bavarian State peti ree Also Wed Sart (608 B13) by Dvofak and latest business rotind-llp: : 

i i, Semperoper 19.00 Falstaff, also Touring Opera's reduced version Orchestra in The Rite of Spring and Fri jartinu SATURDAY 7 

i earn te tte. Fri (4842 731) of Wagner's Tetralogy (928 8800) and Beethoven's Seventh THEATRE Burgtheater 20.00 Medea by Hans CNN be 

with Ruggero rE Voikssay = =_——eeee §86Barbican Centre 19.45 Parnassus Symphony. Tomorrow and Thurs: Comédie Frangalse 20.30 Le Henny Jahnn {51444 2218) 0600-0830 Moneyline « 

role vow eater é aufuse Wed: : Ensemble plays music by Hans Yuri Lyubimov‘s new production Barbier de Seville by Telephone sales of tickets for 0900-0930 World Business ‘ 

ballet by Peter Schaufuss.. . m@ FRANKFURT Werner Henze (638 8891) of The Love tor Three Oranges Beaumarchais. Tomorrow and Sun: Staatsoper, Volksoper and Tonight - a joint FT/CNN pro- . 

Turandot (3410 249) Alte Oper Grosser Saal 20.00 THEATRE conducted by Woligang Sawallisch = Moliere’s Le Medecin malgre lui, Burgtheater available worldwide duction. i 

THEATRE Frankfurt Opera Orchestra plays This week's shows include Pinter’s (221316) directed by Dario Fo (4366 4360) for holders of credit cards by 1540-1610 Moneyweek : 
1900-1930 orld Business 


Maxim Gorki Theater 19.30 T.S. 

Eliot's The Cocktail Party, also 
(2082 783) © 

Sehilior Theater 20.00 Liebe macht 

Tod, adaptation of Romeo and 

Juliet by Thomas Brasch (3195 








Lyric Opera 19.30 Ponnelle 
production ot Carmen. Also Fri 


Symphony, no seat reservations 
(435 6666) 





oo 


all-Brahms programme. Tomorrow: 
Giuseppe Sinopoli conducts the 
Philharmonia Orchestra. Wed: 
recital by Hermann Prey (1340 400) 
Alte Oper Mozart Saa! 20.00 Piano 





Dr Anton Philipszaal 20.15 
Netherlands Chamber Orchestra 


Mozart programme with the 
Residentie Orchestra (3609 810) 








The Homecoming directed by Peter 
Hall, with Warren Mitchell and 
Cherie Lunghi (Comedy). Also The 
Wind in the Willows directed by 
Nicholas Hytner, Brian Cox as King 
Lear and lan McKellen as Richard 


959 Musicals 0836 430960 
Comedies 0836 430961 Thnilers 


Chris Merritt accompanied by 
Robert Kettelson, with songs by 
Bellini, Rossini, Duparc, Gluck, 
Handel and others. Tomorrow, 


THEATRE 

Kammerspiele 20.00 Ibsen's John 
Gabriel Borkman directed by Hans 
Lietzau (23721 328) 
LS ES, 


Sondheim (Playwrights Horizons), 
City of Angels, musical about 


by Spalding Gray (Lincoln Center) 
and Six Degreees of Separation, 
new play by John Guare (Lincoln 
Center. Ticketron (239 6200) 





Opéra Bastille 19.30 Gabriele Ferro 


Mahe as Cherubino and Anton 





mw PRAGUE 


National Theatre 19.00 Smetana’s 
Dalibor. Tomorrow: Tartuffe. Wed: 
Katya Kabanova 





Beethoven (413 2490) 





Natalia Troitskaya sings Tosca. 
Thurs: Carmen with Baltsa and 
Carreras (51444 2960) 
Volksoper 19.00 Eine Nacht in 


programme, with Rainer Kicht 


conducts Austrian Radio Symphony 


ringing Vienna 5131 513 
[SS 
= WASHINGTON 


Elsenhower Theater This month's 
performances by the Washington 


European Cable and 


0600-0630 international Busi- 
ness report 


2000-2030 World Business 
Tonight - a joint FT/CNN pro- 
duction with a raview of the 
day's major business stories. 


This Week 
2110-2140 Your Money 


SUNDAY 
Superchanne! 
1800-1830 FT Susiness 


. 238) * ee by Tatiana Nikolayeva (1840 TP National), Vanessa, Lynn and» = NEW YORK Opera are ail sold out (416 7800) 
2 ¥- ————————— EA STH Jomme Redgrave as SS Anouk MUSIC ‘ anpoN @ ROTTERDAM A ee : 
: 7 : Three Sisters (Queens), Anouilh’s etropolitan Opera 20.00 New neyweal 
M BUDAPEST . ; m GENEVA The Rehearsal with costumes by production of Die Zauberfidte De Doelen 20.15 New Belgian mZU RICH 1540-1610 Your Money 
State Opera 19.20 Siivia Marcovicl ‘Grand Theatre 20.00 Christian Jasper Conran (Garrick), conducted by James Levine, with Chamber Orchestra conducted Schauspielhaus 19.30 Ibsen's An sor a0 Moneywaek 
0040-0 USINASS 





a is violin soloist in a programme 
“ of Bartok and Beethoven with the — 
: Budapest Phitharmonic Orchestra . 








Thielemann conducts concert 
performance of Daphne, with Lucia 


Ayckbourn's Absurd Person 
Singular (Whitehall), Joan Collins 





I é Dankers Trax 
; 5 Company, London 





Ascot Bank, 


Kathleen Battle, Luciana Serra, 
Francisco Araiza and Kurt Moll. 





|| Comm Be of Londen Pic 14 boat Bankieg 


by Jan Caeyers play Beathoven's 
Fourth Symphony and Vieuxtemps 





Enemy of the People, aiso 
tomorrow and Fri. (251 1111) 
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Consequences 
of Vilnius 


AFTER years of living easily, 
the west now faces harsh 
moral choices once more, Most 
obviously, this is true of the 
Gul£ but they are also becom- 
ing barder in respect of the 
Soviet Union. The deaths in 
Vilnius in the early hours of 
yesterday morning make St all 
the more necessary to deter- 
mine exactly what sort of rela- 
tionships can be maintained 
with the government and per- 
son of President Gorbachev. 

One consideration is still 
valid: that the immense credit 
which the west has sunk in 
him was not paid out for noth- 
ing. Internationally, he ended 
Soviet hegemony over eastern 
Europe and did so peacefully. 
He has ceased to subsidise 
many, though not all, of the 
Soviet Interventions in the 
Third World. He has stimu- 
lated the most sustained pro- 
cess of arms reduction the Cold 
War has seen, a process which, 
though now in doubt, is not 
definitively closed off. He has 
lined up against frag, pas- 
sively, to be sure, but that was 
probably his political limit. 

Within the Soviet Union 
itself, the process of glasnost 
has Mourished in unprece- 
dented free speech and publica- 
tion for four years, and is only 
now being in part . Mr 
Gorbachev faced down the neo- 
Stalinists within his own 
party. He has decreed formal 
political pluralism. Religious 
faith can now be openly cele- 
brated, and there is relative 
freedom to travel abroad. Ele- 
ments of a market system have 
been introduced, and it 
remains a aim. 


Courageeus efforts 


The west bet on Mr Gorba- 
chev because in the iatter part 
of the 1980s he appeared to be 
making of the Soviet Union a 
society governed by law. His 
efforts in that direction were 
deeper, more consistant: and 
more courageous an 
before. But in reaching a limit 
— perhaps even the end - to 
this process, a can me with 
great clarity institutions 
of civil democratic power are 
still missing; nor has there 

any more than the rheto- 
ric of devolution of authority 
to the republics. The centre 
remained, in its core, imperial- 
ist and authoritarian. The mili- 
tary and the KGB have not 
given up; the positions occu- 


pied by the democrats and 
nationalists have insufficient 
countervailing strength. 
And thus the questions 
impose themselves: should the 
bet now come off? If so, what 
would this mean for the Soviet 
Union, and for the west? 
If the west were to decide 
that the military murders in 
Vilnius this weekend were a 
deliberate act of presidential 
authority, and if this is a har- 
binger of more to conte, then 
the western states must open 
an examination of phased with- 
drawal of its aid to the Soviet 
Union, it must re-examine its 
on arms-contro! agree- 
ments and on further arms 
cuts. It must reassure at least 
those central European coun- 
tries which are building demo- 
cratic structures from the col- 
lapse of Soviet and domestic 
communist tutelage that it 
poe regards them as inviola- 
le. 


Policy reversal 

To begin such a reversal of 
policy would open the way 
back to the Cald War. The 
immensity of such a loss dic- 
tates caution, even as the 
revulsion at the tactics of the 
Soviet army in Vilnius grows. 
We can effectively do nothing 
for the peoples of the Soviet 
empire who aspire to indepen- 
dence if the screw tightens in 
Moscow. We have to remember 
that the massacre by Soviet 
troops in Tblisi in April 1989, 
was allowed to pass with only 
protests, and did not then sig- 
nai the end of reform. 

Tt is not yet clear how far 
Vilnius was - as Tblisi seems 
to have been ~ instigated by 
vengeful local commanders - 
the more so since the central 
authorities, including Mr Gorb- 
achev, had only the day before 
promised an end to repression. 
Indeed, at roughly the same 
time as the Tblisi massacre, 
President Gorbachev suggested 
obliquely that the Baltic states 
might ultimately evolve a rela- 
tionship with the Soviet Union 
clase, But independent. Ir my 

lose, bu lent. it may 
be, still, that that prospect is 
not wholly lost. 
bs the terrible eae will 

inescapable con- 
tinues to darken. As it becomes 
clear that reaction has gripped 
the structures of Soviet power, 
so we cannot continue a collab- 
oration with it. 


Solving the 
pay dilemma 


INFLATION will be forced 
down this year by the combina- 
tion of high interest rates and 
sterling’s membership of the 
exchange rate mechanism. Yet 
a combination of irrationality 
and confusion ensures that 
inflation will be reduced in the 
mose Painful possible way. 
Inemployment could rise 
up to a million unless a coord. 
nated shift to forward-looking 
wage cotitracts occurs. 
Workers are primarily con- 
cerned not with their money 
wage but with the value of the 
goods their wages will buy. If 
wage claims were not based on 
some expectation of the rate of 
inflation, wage-bargainers 
could not know whether the 
negotiated increase in money 
wages would mean a rise or 
fall in real wages. 
Expectations of inflation 
often turn out to be mistaken. 
But it is foolish to base claims 
on last year’s inflation rate. By 
seeking to compensate for last 
year’s errors, bargainers will 
make this year’s problems of 
recession and increasing unem- 
ployment far worse than they 
need be. Pay settlements 
around the level of inflation 
aver the past year will result 
in real wage growth of 
upwards of 4 per cent in 1991, 
even though output is stagnant 
and productivity falling. The 
employed can now only be 
compensated for last year's 
higher than expected inflation 
at the expense of the jobs of 
many of their colleagues this 
year. 


Feasible increase 

What is the answer? First 
unions and management 
should bargain over a feasible 
real wage increase (or reduc: 
tion) for the coming year: then 
they should add on the expec- 
ted inflation rate. If this expec- 
tation turns out to be too low, 
employees should then be com- 
pensated at agreed intervals to 
preserve the negotiated real 
wage. 

In a year of around zero 
average productivity growth, 
any increase in the average 
real wage would cut jobs and 
undermine competitiveness. 
Some variation around that 
average to reflect supply and 
demand and the condition of 
individual companies would 
remain possible and he desir- 
able. 

A fundamental issue is the 





choice of the rate of inflation. 
it should not be the headline 
rate, as the Confederation of 
British Industry has pointed 
out. Companies should not be 
expected to compensate work- 
ers for changes external to the 
corporate sector, such as 
higher taxes, adverse shifts in 
the country’s terms of trade or, 
most important of all, interest 
Yates. In aggregate they can do 
so only at the expense of prol- 
its or of consumers not 
employed in the company sec- 
tor. 


Appropriate rate 

Joining the ERM has deter- 
mined what is the appropriate 
inflation rate. The longer 
underlying inflation in the 
open sectors of UK economy 
remains above that in Ger- 
many, the more UK competi- 
tiveness will deteriorate. The 
best forward looking index 
would, therefore, be the expec- 
ted German rate of inflation. 
Workers would not lose by 
using this benchmark, since 
their real wages would be guar- 
anteed by the wage contract. 
Equally important. companies 
must gain in aggregate, since 
the alternative is a severe 
Profit squeeze. By switching to 
such a contract the rate of 
increase of nominal wages and 
therefore UK prices would fail 
faster, because the expectation 
of German-style inflation 
would, in part, be self-fulfilling. 

Forward looking contracts 
would not require co-ordina- 
tion, since workers accepting 
low initial pay increases would 
be guaranteed compensation 
against unexpectedly high sub- 
sequent inflation. None the 
Jess, the transition would need 
to be co-ordinated since in a 
competitive labour market. 
with national industries and 
relatively mobile labour, com- 
panies cannot afford to reduce 
their nominai wage growth 
unilaterally, however much 
they are exhorted ta do so. 
__ Current practice is generat- | 
ing real wage increases that | 
the economy will not be able to 
afford. The result will be bank- 
ruptcies and much higher 
unemployment. Accepting the 
wisdom of a co-ordinated move 
to forward-looking contracts 
may cause the CBI to lase face. 
It will cost its members, their 
employees and their soon-to-be 
ex-employees, much more if it 
does not. 


he queue of giant oil tankers 
standing off Europe and 
North America has been 


gradually lengthening as 
their owners wait nervously for the 
first shots in the Gulf. In discreet cor- 
ners of the Caribbean, and off the 
coasts of Spain, north-west Europe 
and west Africa, numerous vessels are 
lurking, their vast holds filled with 
more than 60m barrels of oil which is 
being salted away by Saudi Arabia 
and Iran far from President Saddam 
Hussein's guns. : 
Right now, all this black gold is 
worth about $26 a barrel, but by the 
end of the week its value could have 
doubled - or it could have halved. 
~The situation is unique in all my 
experience of the oll markets.” says 
one senior oil trader. “Oil prices are 
usually affected by a whole array of 
factars, But new it comes down to the 


behaviour of one man. Will Saddam ‘i Supply & demand {excluding the centrally - planned economies) 


withdraw or won't he? It almost 
comes down to flipping a coin.” 

War is on one side of that coin. The 
first shot will cause an immediate 
spike in price, even though the world 
is awash with oil. The frayed and jit- 
tery nerves of oil traders will see to 
that, But oil prices are not likely to 
soar to $70 or $100 a barrel. as was 

redicted back in August. Traders 

lieve they are more likely to rise to 
a level of $40-$50, falling back if the 
flow of oil from Saudi Arabia remains 
uninterrupted, 

Most analysts are banking on a 
short, sharp war which will not 
inhibit output. What they fear most is 
a prolonged conflict that could inflict 
widespread damage on Saudi Arabia's 
oi) installations. If that happened, all 
bets about price would be off. 

At risk are Saudi Arabia's northern- 
most oilfields close to its border with 
Kuwait and offshore production rigs 
at the top of the Gulf. These are 
within reach of Iraqi artillery fire, 
although Iraq’s performance during 
the Iran-lraq war suggests they are as 
likely to be hit by accident as by 
design. 

Oil production in the neutral zone, 
a strip of land shared by Kuwait and 
Saudi Arabia, will stop as soon as war 
is declared. That will remove 300,000 
barrels a day (b/d) of output. In addi- 
tion, Saudi Arabia's Safaniya. Zuluf tows) ot 
and Marjan fields, where output is J oF M A M 
concentrated offshore. could also be 
wound down as employees are evacu- 
ated, closing off 1.5m-3.5m b/d. . . 

Saudi Arabia could turn off 600,000 nightmare scenarios, such 
b/d of its oif Mow and still meet its 
months, thanks to the huge quantities being drawn into the war. 
it has stored outside the war zone. 


according to estimates by Mr Geoff particular strains on specific regional 
and product markets. Japan and other 
Far Eastern countries appear espe- 
cially vulnerable, since they buy 
much of their oi! from Gulf producers. 
forces in Saudi 


Pyne, analyst at UBS Phillips & Drew. 
the UK brokers. 

Oil wells do not provide easy tar- 
gets for Iraqi missiles, but what many 0 
in Saudi Arabia's oil industry fear is Moreover, the allied 
sabotage by Iraqi sympathisers. When Arabia have an insatiable 
the country’s biggest refinery at Ras certain 
Tannurah was damaged by fire in 
mid-November, reports circulating at 
the time blamed it on an act of sabo- 


tage. zlers of the first order, with their bat- 

Ras Tannurah is also an important tlefield consumption estimated at 
shipping terminal accounting for 4m more than 6 gallons to the . 
Samarec, the state-owned Saudi 
y. has been bu 


b/d of Saudi exports. While war would 
probably mean a temporary hiatus as marketing compan; 
tanker owners assessed the position, 


the Saudis are poping tanker traffic from other countries for the allied 


will resume quickly, as it did in the 


Iranraq war. The ‘defences at Ras than 20 ships to carry the supplies. A 
war of any length would probably 
cause big price increases for such pre- 


ticated in the war zone, since 
to the terminal could severly disrupt 
oil supplies. 

The other outlet for Saudi oil is via 


Tanu are among the most sophis- 
damage 






plete closure of the Guif or disruption 
customer deliveries for up to three to the Suez canal in the event of Israel 


premium products, notably jet 
fuel. The US army's Mi tanks are 
unusual in that they run on jet fuel, 
not gasoline or diesel They are guz- 


large quantities of jet fuel and gas oi 


mium fuels, particularly if hostilities 
forced the closure of Saudi refineries, 
such as those at Jubail and Ras Tan- 
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A 
as the com- 


suppliers. 


Nevertheless, war could stil! put The biggest dilemmas would face 
i i the Organisation of Petroleum Expo. 

ing Countries. The eca 

quences of [rag’s Invasion of Kuwait 

oe t — tos suspend a 
not i 

output quotas, allowing the shortfall 
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lip to the tottering world economy, it 
would nevertheless pose a series of 
knotty problems for oil producers and 





of 
ce organisation has scheduled a special . 
economic conse- will be done. But Opec members pro- 
— without the normal - 


oo 7 ; 
from Iraq and Kuwait of about 4m b/ normaly do over the period. Compa- 
d. Many observers question whether ni 
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fall in 
The oil market waits for the word of one. Bovame, Teas, Agr 
man. David Thomas and Deborah Hargreaves i'n cmos ae 
on an unprecedented period of uncertainty mt a 


High anxiety 2222 
about black gold 22223 





them,” says one trader. Cee 
f falling -com: - 
Comfortable Pagel ing on 
market si in balance: 
the ofl market see rent crude is 
holding around $2 6 a barrel, 
" although diplomatic developments: 
can cause sharp day-to-day vol tihity: 
‘prices fluctuated wildly by about $72 
barrel in the aftermath of the failed 
US-traqi talks last Wednesday. in - 


“The market is obsessed by head: . 
news ft now,” Says james 
Teiler, rs ir trader at ED&F Man in. 

New York, “ft can be unpredictable as. 
to which news it grasps hold of, but 
when it does, it gives no thought to 





IBA, which has . 
would respond only to. an actual 
shortage a perceived. te 

Change of mind bas been largely at 


: 


gism b/d and the in the third quarter of last year, . 
Sc! adding only 400,000 b/d to their inven: 4 


600,000 b/ 
d over the last 10. . This was 
bjd of in December followed by a fourth quarter -when 


| 


pipeline across the country to the Red nurah on the Guif coast. 
ea port of Yanbu. Although the pipe- 

line could be hit in an attack, damage 
pe would be easier to repair than at bi 


The internath al Ene Age’ 

on rey cy, 
which co-ordinates the energy policy 
of the leading industrialised coun- 


In the face of these worries, one 
ht expect oil companies to be 
Stocks to a massive extent. 
However, their strategists are still 
being inhibited by the possibility of a 
settlement emerging at the 


SYA ae Pa a Te 


tries, anticipated a supply shortfall of crisis through a peaceful withdra' 
2.5m b/d in its decision last week to 

release that much to world markets i 
should war break out. But for the 
moment, analysts are discounting 











appetite for from Iraq and Kuwait to be made those countries which plugged’ the “position to choose whether or not to 
good, principally by Sandi Arabia, supply pep will be ready to wind: sell stock this quarter-or hold it-for a. 
down their production equally . bit longer: Their decistons will be.dic. . 
on jae “EE ures wren, qpesion “HLA Go al Co 4 bat 
(ome observérs even qu mo ‘the « comes ‘to a. 
wells do a provi e whether Opec can sireive in’ pres- either in peace or in war, the o 
easy targets for Iraqi ent form, all these are industry remains in suspanded anima- 
mile. missiles, but what many _—‘"rushed aside by Mr Sadek tion. Speculators are no doubt betting 
. . 4 the Algerian oil minister wha is on the outcome. But mahiy'of the:big- 
people in Saudi Arabia’s "s president. “This oil companies have been follow- 
oil industry fear is SE ee ee eee Oe ees 
sabotage of installations sete foows wil inevitably fll on war by botding up huge stocks, or 
by Iraqi sympathisers at from 5.4m b/d before the crisis eg ager Pe A le 
- to 82m b/d now: has been ‘for most.of the important players, 
tal to the oil markets. Imme-- een ie cae oe medictanls 
Venezuela and the United Arab Emir- diately after the At fear ‘depends on the unpredictable behav: 
ates. “The speed and extent of the of imminent supply sh had iour'of Saddam Hussein. “"" 
response from Opec producers since prices had © “I would be‘ very surprised if any- 
August has surpassed ali earlier little idea of how much extra one in the mainstream oil’ Industry 
tions,” the IRA says. could be squeezed from produ believes they had a decent ‘chance of 
ut Opec strategists are already countries. The full blast of winter securing. a competitive.advantage by Yy 
pondering how to respond once the the peak consumption period Iay taking a pont on it,” says.one'of the 
crisis is over. “I am very, afraid ahead. largest ui wee 
abont the future,” said Mr Gholam- Now, the situation is much differ. The big questions facing the oil 
reza Aghazadeh, the Iranian oil minise- ent. The IEA pats government and industry -: the -trend of prices, the 
wal ter after a special Opec meeting in company stocks at their highest level future of Opec, the: consequences ‘of 
il Vienna last month. He was voicing for nine years, representing 96 days of what happens for investment — will 
the fears of several Opec members total consumption by the main indus- have to wait. Like everyone else ‘in 
about how the organisation will trialised countries. The next few the world today, it is watching Bagh- 
















testore production discipline after the 










3 
Rh Shareholders at NHL’s 
Odes Tew OBSERVER srr mew om tes 

at London's ioners 

case load — should ask whether they 

™@ The anonymous banker who | to say that he was chef in the ae he ee party. Ther hap Na 

likened the complexity of News } kitchen while Prime Mini ——— could justify BUYINE a 

Corp's $7.4bn debt Felipe Gonzalez was the maitre | |T—-1- Tr corporate jet. 

renegotiations to similar ad who served out the dishes 

efforts by Brazil, the Third to the public. 

World's biggest debtor, was He uently boasted about ais: ‘ 

closer to the truth than he his memory and told Coining it 

re; an incredi interviewer " 

For the man who led that in edsveetan he profitable pe i ves? No th 
Citicorp’s efforts to reschedule | taught industrial design at a bre not in a fas Vegas casino. 
the debts of near-bust Latin college of further education noi thes to be found i a 
American countries he had 1,400 pupils, “and I the military ry encama ments i 
throughout the 1980s, has been j knew them all by name”. He the Saudi desert. The: stand 
drafted in to chivvy the more presumably knows by heart in the lobbies of a handful of 
reluctant of Rupert Murdoch‘s every line of the film Death Moscow hotels and at th 
130 bankers into supporting in Venice for he claims to have airport. to passing 
the News Corp debt seen it more than 30 times. western businesca 
restructuring. Colleagues of Guerra — one The 40 payph s ha been 

The entrance of Bill Rhodes, | of 13 children of a Seville installed bi jot v tur 
Citicorp's senior international foundry worker — were bacwean ye eece one 
executive, should provide some | irritated by his pedantry and be Se Moet Cennoue 
comfort to the cash-strapped opponents feared his barbed service and GPT, the British 
Murdoch, Rhodes has prevailed | tongue. The Roman Catholic ree Unicetions Cquipment 
in tougher restructurings than { association Opus Dei, which es ed by B jain mete end 
this, most recently Mexico's | Guerra claimed had infiltrated | the company and you just Swrped by Britain's 
$48.5bn debt-reduction deal. Spain's conservative party. might be squeezed on to this NHL Seneens. 

After more than a decade was one of his favourite month's investment analysts’ British Telecom's 90,000, 
of being “Mr Refinancing” - _| targets. He called it “asinister | freebie: sorry, company eon Loatking shen bun 
his first rescheduling equilibrium between the hair | presentation. more than breaking even, but 

zotiation was with hirt and Remy Martin.” But why hold it inan Moscow's Lancashire-built call 
Nicaragua in the late 1970s His home region of Austrian ski resort? NHL does | boxes are coining it in. The 
~ Rhodes is on first-name Andalucia in southern Spain not own the local Pr esnips bab ic ad 
terms with the chairmen of is his passion for “it is perhaps | and hopefully has not lent lots | Moscow phones, which are 
most of the world’s big banks. [| the only region in the world of money on over-priced PT en re cards x 
In fact. the Citicorp executive, | that has not yet been perverted | Austrian skling in hard ee 
currently playing a central by money”. The quote, condominiums. nit iptr esalhceon H 
bart in Brazil's fraught resurrected by a Madrid “It is difficult to get analysts | | The most profitable are 
negotiations with the banks. | newspaper yesterday, is an ail together in one place,” says | faking £2,000 a week. Uf the 
is on first-name terms with unfortunate one. Mr Guerra Anthony Moir, NHL's finance _| Joint-veniture develops as 
just about everybody. has been harried from the director, noting that one of |_| Planned it should be earning 

One banker recalls a session | government by revelations the three days will be given about £hm a year from ma more 
in which Rhodes, to nobody's. {| concerning the wealth amassed | over to a get-to-know the than 100 payphones. 
surprise, repeatedly by his brother Juan while company seminar. Perhaps Moscow should 
a senior Jay banker by running his private office at He insists that the £1,500 think about importing that 
his first name, At the end of the government's headquarters | cost of transporting the dozen | other indispensable item of 
it, the banker — clearly in Seville. orso analysts and managers) the British s 
accustomed to somewhat more to the slopes is not much more | telecommunications industry 
formality but amused none than ic would take to Deg Gi s rol mene’ oe ome 
the less - turned toa i ti up to the company’s Soli re rel 
neighbour and remarked: “Not Free ski tip headquarters. The West the Industry rgintor: Surely 
even my mother calls me that.” | m Want a virtually free Midlands must be a more be wouldn't countenance such 

weekend skiing trip to Bad expensive place than [ thought. | huge monopoly profits. 
, Gesanta. ees Kohl's It ioe thing for dud : ETT 
vourite Austrian watcring companies like Polly Peek ani 
Memory man hole? Dominion International to take Say that again 
@ Alfonso Guerra's decision If so, write quickly to analysts on exotic trips. But - . 
to resign as Spain's deputy National Home Loans, bi the £130m NHL isa reputable | @ The ultimate get-rich-quick 
premier removes from the of the UK's wholesale company, albeit with a scheme. Buy 50 female pigs 
limelight one of the country’s | mortgage lenders. Let them weakness for paying its bosses | and oO male deer. 
most egocentric and enigmatic | know that you are planning more than the chief executives Then you will have a2 
political characters. He liked | some indepth research into | of the UK clearing banks. hundred sows and bucks. 






months are a time when ofl compa- dad. 
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CABLE TELEVISION AND SATELLITE BROADCASTING| * 
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Poised for a petiod of unprecedented growth, despite the tamporary| 
effects of recession and the fallout from the creation of BSkyB. | « ~ 












at the Home Office, and Mr Andrew Knight of News Intemational will 
the guestlunch speaker, = - : 
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Other contnbutors will include: Mr Jean Dondelingar, EC Commissioner 
tor Audio Visual Alfairs, Mr Michael Checkland, ef the S80 Mr Stewart 
Blair, of United Artists Entertainment, Mr Leonid Kravchenko, from the! 
USSR State Cornmitne for Television and Radio, Mr Bemd Schiphorst, 
of Ufa and Mr Mark Fowler, former Chai Feder: 

Communications Commission. eee te val 








THE EUROPEAN WATER INDUSTRY 
cans & 7 March 1991 

critical issues facing the European water indu i to 
meet the higher quality standards demanded rates Europes! a 
Commission and member states, wilt be debated at the FT’s second 
conference on the European water industry. 










The distinguished speaker panel includes: Mr David Tri i Pr 
Minister for the Environment and Countryside: Dr Kiaus Ton fe, 
German Federal Minister for the Environment, Nature rand 














Communities. Methods of charging will be addressed : 
the Office of Water Servi i by Mr lan Byatt of 
plc, Services and Mr David Gadbury of Soutt Water 


WORLD PHARMACEUTICALS 
London - 18 & 19 March 1991 

he ae Programme arranged in a: 

ybrand, will focus on the chall i " 

manulscaurers in the W808, as governments sock en aeautica 
increasing health care costs by imposing tighter controle a ve: 
encouraging greater competition. The conference wil norsae see, 
naw relationships that competition is creuilig ‘batneme 







sSOciation with Coopers & 















Hamilton of Johnson & Johnson Hospital Servi oidings; Mr Denis’. : 
Wartburg of CIBA-GEIGY; The Rt Hon Wiles oe 's; Or Waker von: |- 
Secretary of State for Health: Mr James Coct laldegrave, MP, UK 
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Financial Trees Conterenca Organisation 
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Tel: 071-825 2323 (2¢hour answer ot 
Tolan: 27547 FTCONF , Fax: O71-ha oot 




















Rep , | 
hrift went out of fashion 
in the 1990s, in Britain 
and in the rest of the 
developed world. Mr John 
{ Major, the British prime minis- 
ter, sees it as a virtue to be 
ry encouraged and is making the 


In 198, individual house- 
holds at a UK ret ot aver- 
age, or x cent of their 
total disposable income, down 
from 11.1 per cent a decade ear. 
Hier. But the sharp fall in per. 
et sector savings, particu- 

ly between 1986 and 1989, 
“was offset by 2 recovery in the 
corporate savings rate and a 
rise in government savings, as 
the central government budget 
moved into surplus in 1987. If 
the government raises more 
revenue than it spends, it 
tends to raise the level of 
savings. If it runs a budget def- 
icit, it reduces savings. The 
gum of the savings (or net bor- 
rowing) of the personal, corpo- 
rate.and government sectors 
equals overall national 


savings. - 

AS ae result, UR gross 

savings in 980s 

national SWelauvely stable. at 

about 16.5 per cent of gross 
domestic produ 















































































i et Bat this was 
: lower figuré in any of 
i the other advanced industria. 
*" lised eduntries within the 

of Seven, except the US. 

‘i. 1988,. for example, gross 
national savings equalled 23.3 
cant of gross domestic 


Str, Wis nite right to hi 
> quite 7 
light (Lex, January 3) oe 
recent changes in legislation 
may cost pension funds, and 
the companies which sponsor 
them, a lot of money. However, 
several of the assertions which 
accompanied this statement 
‘The implication that part of 
the role of a pension scheme is 
to accumulate assets to bail 
jes out of any future 
problems is erroneous. Quite 
apart from the fact that this 
would be an abuse of taxation 
privileges, many companies 
would say that monies not 
needed to cover known liabili- 
ties would be better used 
Secondly, the legislation 
’ be an additional cost whether 
: remain or not. It is 
us to assume that the 
cost of providing pension bene- 
fits is the same as the contribu- 
tion paid into the pension fund 
— indeed, it was to overcome 
this very point that SSAP 24 
"Finally, short-term stock 
‘inally, short-term sto 
market values will only affect 
the financial status of most 
pension funds if this reflects a 
downgrading in estimates of 
pluses have accrued over the 
past 10 years because 
earnings have been ahead of 
‘tions, not because mar- 
ket values have increased 
(although clearly the two are 


‘There is clearly a need for 
cing’ ef pension funds. Compa: 
i ion 5. =: 
nies need to obtain actuarial 
advice relevant to their own 
circumstances and objectives, 
and to implement contribution 
and investment strategies 
which support these. 


Norfolk 
Wellesley 
Groydon, 


The .over-75s:.a 
forgotten class 


Surrey 


’ Sir, The Inland Revenue has 


ble to income tax and who will 
therefore be able to arrange for’ 
the interest on their accounts 

to be paid with no-tax deducted 
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Edward Balls assesses how government policy can encourage private savers 


Maj 








or pr 






a basic-rate taxpayer with a 
deposit account 12 per 
cent interest. Eliminating 
underlying inflation, of about 8 
per cent, gives a pre-tax real 
return oh 4 per cent. But 
income takes a quarter of 
the nominal interest paid leav- 


savings depress domestic 
investment and economic 


growth. Indeed, Mr 
argued that higher savings 
would “spur the aggregation of 
national wealth” by providing 
“the resources from which 
investment could be taken over 


Major has 


output per 


invested a greater percentage 
of their national income have 
also experienced higher rates 
of productivity growth, 
because more and, above all, 
better machinery brings more 
efficient production, so raising 


: UK savings Sse 
investment and current account (as sto 


worker. national savings. 


while financial institutions 
now offer an international 
vice. As a result, investment in 
the UK rose from 19.7 per cent 
to 21.9 per cent of GDP 
between 1985 and 1989, despite 
a largely unchanged level of 


Ser- 


both riskier and 


Why does the link between 
national savings and invest- 
ment still exist? In part 
because lending overseas is 

y costlier more 
costly than investing at home. 
One of the most important 
risks is that of exchange rate 


omotes savings graces 








ment at home. None the less, 
the link between domestic 
savings and investment still 
remains, 

What can the government do 
to raise the level of national 
savings? It can encourage sav- 
ing by households, companies 


ing the saver with a mere 1 per 
cent real after-tax return. A 
toprate taxpayer would actu- 
ally have made a negative real 
return in such an account. But 
if inflation were zero, precisely 
the same 4 per cent pre-tax real 
return would leave the basic- 
rate saver with a 3 per cent 
after-tax return. 

Even if interest on savings 
were exempt from tax and 
there. were Paint ay Ps 
nat savings might stil] be 
low. They might be considered 
undesirably so if low national 


the next 10 years”. What evi- 
dence is there to justify this 
claim? ; 

Over the past 30 years, those 
countries that have saved a rel- 
atively high proportion of their 
national income — Japan and 
Germany —- have also invested 
a relatively high proportion in 
new industrial plant and 
machinery. Countries with low 
national savings rates - the 
US and the UK - have corre- 
spondingly poor investment 
records. Furthermore, coun- 
tries that have saved and 


Will a rise in national 
savings increase domestic 
investment? Yes, unless the 
increase in savings is soaked 
up by the borrowing require- 
ments of foreign ies or 
governments. Over the past 
decade the ability of companies 
and governments in industria- 
lised countries to borrow from 
overseas has, in fact, 
increased. Government restric- 
tions on the outflow of domes- 
tic savings have been removed 
in Japan and in many Euro- 
pean Community countries, 


Yet even in the 1980s, high- 
savings countries such as 
Japan and Italy have invested 
more of their national income 
than low-savings countries 
such as the UK and the US. In 
the 1960s a $1 rise in gross 
national savings appeared to 
lead to an average 91 cent rise 
in domestic investment among 
member countries of the 
Organisation for Economic 
Co-operation and Development. 
Between 1980 and 1987 a $1 rise 
in savings still produced 61 
cents of domestic investment.* 


which is one reason 
why economic and monetary 
union is thought to be a neces- 
Sary counterpart of economic 
integration within the EC. 
Interestingly, the link 
between domestic savings and 
investment appears much 
weaker in EC countries, where 
only 36 cents of the extra $1 
saved was retained as invest- 
Ment in the 1980s compared 
with 74 cents in the 1960s. 
Greater economic, financial 
and political integration weak- 
ens the preference for invest- 


or it can save more on their 
behalf. But even if it can raise 
the savings of one sector, it 
may not increase the overall 
level of national savings by an 
equivalent amount. 

By providing tax shelters for 
new savings, the government 
can raise the return to per- 
sonal savers. The higher return 
makes saving more attractive, 
which would tend to increase 
them. But the higher return 
also raises future interest pay- 
ments from the existing stock 
of savings, so the saver can 


he most important pro-saving 

innovation of Mr John Majox’s 

only Budget as chancellor was 
the tax-exempt special savings 
account, the Tessa, which has been 
taken up enthusiastically by the pub- 
lic since ing available earlier 
this month, writes Edward Balls. 

Up to £9,000 can be deposited in a 
Tessa, with interest paid free of tax 
provided no withdrawals are made 
during the five-year life of an individ- 
ual account. The maximum first-year 
deposit is £3,000. 

The UK tax system bas tradition- 
ally inclined individuals towards sav- 
ing in owner-occupied housing and 
pensions — rather than in shares or 
deposit accounts ~ where more than 
50 per cent of personal-sector net 


How to make thrift pay 


wealth is held. Both owner-occupied 
housing and pension funds are 
exempt from income tax and capital 
gains tax. Interest on the first 
£30,000 of mortgage borrowing is 
also tax-free, effectively subsidising 
house purchase. 

A limited form of tax exemption 
was extended to individually-owned 
shares through Personal Equity Plans 
(Peps) which were launched in Janu- 
ary 1987. The Pep allows savers to 
build up a portfolio of shares, held 
with an authorised plan manager, to 


a maximum value of £6,000 in the 
1990-91 financial year. Dividends and 
capital gains are then exempt from 
income tax and capital gains tax. 


ings 
offer some relief from taxation. The 
UK tax system is therefore moving - 
slowly, erratically and inconsistently 
— towards a system of taxation of 
expenditure, in which the return on 
savings is untaxed, but all spending 
is subject to tax. 
Extending tax exemptions to cover 


shares and limited bank and building 
society accounts, levels up the 
“playing field” among di it kinds. 
of saving and different kinds of inter- 
mediary. Savers can thus choose on 
the basis of the intrinsic merits of an 
investment rather than on the basis 
of what governments consider ought 
to be promoted. 

Why uot simply abolish taxation of 
savings altogether? The government 
wants to encourage saving but it also 
wants to tax the return on accumn- 
Jated wealth. Removing the taxation 


of interest income would deliver sub- 
stantial, and perhaps unfair, windfall 
gains to existing savers at great 


expense to the Treasury. The overall 
effect could be to reduce national 


savings. 

Instead the government is gradu- 
ally extending tax exemptions which 
favour small savers. The Institute for 


Equity Plans (Expeps) with an upper 
limit on new savings of £10,000 per 


year. 

Perhaps this is an over-ambitious 
objective for the coming Budget — an 
increase in the upper limit an savings 
in Tessas is a more likely intermedi- 
ate step. 


- just isaued leaflet IR119-shich - 
‘gives guidance to those'not lia- - 





Pension fund surpluses should 
make nobody’s eyes light up 


all the categories of people who 
might normally expect to be in 


However, the leaflet com- 
pletely fails to address the posi- 
tion of pensioners aged 75 and 
over who have higher allow- 
ances than those in the 65-74 
bracket.. Therefore the section 
in the leaflet headed “pension- 
ers 65 and over” is incorrect, 
and the leaflet therefore 
appears to class pensioners 
over 75 in the same category as 
“all other adults", which is 
aiso incorrect. 

Obviously, therefore, pen- 
sioners over 75 may be given 
the impression that either 
their allowances are lower 
than they actually are, or alter- 
natively that they are not enti 
tled to arrange for interest to 
be paid without tax deducted if 
their income is over £3,670 but 
under £3,820 (single person) or 
over £5,815 but under £6,005 
(married man). 

The local Inland Revenue 
inquiry office has confirmed 
both that pensioners aged 75 
and over are entitled to regis- 
ter in the above circumstances, 
and that this information has 
been omitted from the leaflet 
in error. 

Alan S. Harris, 

director, Harris Investment 
Management, 


Lion Chambers, 
170 Hope Street, Glasgow 


Sterling and silver 
From Mr Richard Hunter-Gordon. 
Sir, Paradoxically, increased 
savings, whether public or pri- 
vate, may not prevent the 
demographic nightmare (“The 
pensions debacle”, January ». 
As the ageing save more, 
domestic asset values are 


‘-driven up (the “illusion” of 


adequate retirement provi- 
converted into the purchase of 
labour precisely when there 


are more old than working. 


Asset prices could fall just as 
the id cash in their homes to 
bid up the price of home help. 
" If you're going to save more 
for retirement make sure you 
invest in different asset classes 
’ from your silvering peer group. 
Richard Hunter-Group, 
' ¢ Albermarle Street, W1 
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Gatt Services Agreement 
needs priority attention 


From Sir Michael Palliser. 

Sir, The director-general of 
Gatt ‘has set January 15 as the 
date for the first formal meet- 
ing in Geneva following the 
suspension of the Uruguay 
Round negotiations in Brussels 
early in December. At present 
he is carrying out intensive 
discussions with government 
on how to resolve the deadlock 


on . 
A great deal of progress was 
made last year on drafting a 
sound services agreement, but 
much technical work remains 
to be done. A way must now be 
found of enabling the services 
iators to resume discus- 
sions immediately after the 
meeting on January 15. Only 
thus can the ground be cleared 
in time for the unresolved and 
difficult political issues to be 
addressed, as soon as Mr 
Arthur Dunkel has indicated 


that negotiations on all Uru- 
guay Round areas can recomm- 


ence. 

Once the shape of the Ser- 
vices Agreement framework 
has been clarified, attention 
can turn to the all-important 
initial liberalisation commit- 
ments which are the main aim 
of the process. There is all too 
little time ng peters the vee 
gressional deadline on 1 
for this to be achieved, as it 
must, if the invaluable work of 
the past four years is not to be 
lost. I feel sure that our coun- 
terparts in the US would be at 
one with the EC in urging this 
course on the negotiators. 
Michael Palliser, 
chairman, Liberalisation of 
Trade in Services Committee 
and European Community Ser- 


Banana confidence too high 


From Mr John Wakely. 

Sir, Your article (“Blending 
sources to sweeten the banana 
jitters", December 28) regard- 
ing the banana producer Geest 
and its plans to counter EC 
import rule changes, has all 
the signs of another UK com- 
pany vastly underestimating 
the competition. The free 
banana market in Europe oper- 
ates at prices that are often 30 
per cent below the UK. 

While the quality of West 
German supermarket brand 
bananas may be poor, the 
article makes no ice to 
Chiquita, which has 45 per cent 
of the market, with a quality 
that gives a 20-25 per cent price 
premium. Indeed, sourcing 
from Latin/Central America for 


over 300 years, Chiquita oper- 
ates in no market where it 
does not have a price premium. 

Windward islands bananas 
suffer not only from a high 
price (mountainous islands are 
not exactly ideal for low cost 
production) but increasing 
quality problems (blackening). 
Geest will not only have to 
establish distribution in 
Europe at a time when its dom- 
inance of the UK market is 
under attack, but learn to 
source from new areas where 
its competitors own vast tracts 


Jnsurance no answer for directors 


From Mr N.H. Smith. 
Sir, 1 read with interest Mr 
Clive Boxer's excellent sum- 
of the case of Kuwait 
Asia Bank EC vu National 
Mutual Life Nominees Lid 
("Thin dividing line for direc- 
tors”, December 13). 
Unfortunately, I fear his 
recommnendation that the 
dfrectors of a big financial 
institution should be “fully 
protected by ecard re 
likely to be impracticable. 
potential liability of such direc- 
tors may run into hundreds of 





millions of pounds, and even if 
they were able to find adequate 
cover in the market (which I 
doubt), the cost would proba- 
bly be prohibitive. 

Save for certain exceptional 
circumstances, it seems unrea- 
sonable that the personal 
assets of the directors of a com- 
pany should be exposed when 


ee ie nae | |. sean 
Pp ility. ; 
Parliament should address this, Signature 
N.H. Smith, 


Heztall, Erskine & Co, 
28 Leman Street, £1 
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#3] Our editorial gives you a weekly 
guide to which way the stockmarket 
will move and why. We give you 
clear and direct advice which won't 

leave you in the dark. 


CRRA 





believe that selling dear 


shares is as important as buying 
3 cheap ones. And we'll tel! you to 
hold on when necessary. 


4 We have been in business forover 
forty years. And the combined 
stockmarket experience of our edi- 
(se! torial team amounts to almost 100 
years with 30 being accounted for 
by the editor alone! 


A FIRM GUIDE TO THE STOCKMARKET 
FOR UNCERTAIN TIMES 


CIAL TIMES MAG: 












give you 


SO WHO ARE WE? 


*| Although we are editorially independent, we are owned by the same company as these two 
| publications and have complete access to their research facilities. 





Earlier recommendations are regu- 
larly re-assessed. We will tell you 
what action to take and when. 


With your trial subscription, we'll 
tellyou how to make the most out of 
the information we offer as well as 


the stockmarket. And your first 
FOUR ISSUES are FREE, so that 
you can test our recommendations 
without making a big commitment. 
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save less and still be as well off 
in the future. The net effect 
could be either to increase or 
reduce personal savings. 

Happily, the evidence sug- 
gests that pro-saving tax shel- 
ters raise personal savings. 
The US government introduced 
tax-exempt retirement 
accounts in the early 1980s. 
Research** has since shown 
that up to 55 per cent of 
savings in the accounts repre- 
sented new saving, while the 
remainder was transferred 
from less tax-favoured 
accounts. 

A further complication 
arises, because tax breaks 
reduce tax revenue and thus 
severest savings, eee 

iture is correspondi 

reduced. The US study 
showed that 35 per cent of the 
rise in household savings was 
offset by redaced tax revenue, 
leaving only a 20 per cent rise 
in nati savings. 

The most immediate way for 
@ government to raise national 
savings would to improve its 
fiscal balance. But if individu- 
als realise that increased gov- 
ernment savings will reduce 
their future tax burdens, 
because there will be des inter 

pay on government 

in future, they are likely to 
reduce their own savings. The 
initial rise in national savings 
may, therefore, not be sus- 
tained. 

Companies, 
ments, ultimately save on 
behalf of private individuals ~ 
in the company’s case, its 
shareholders. Efforts to raise 
corporate savings -— by using 
the corporate tax system to 
penalise profits paid out in div- 
idends rather than retained for 
reinvestment, for example ~ 
poate to brovolta an offsetting 

personal savings. 

Nai saving by run- 
ning a permanent budget sur- 
plus is probably not a realistic 
option for Mr Major. House- 
holds have recently begun to 
save more, as the economy bas 
entered a recession. But this 
rise has been offset by a fall in 
the government budget surplus 
and a deterioration in the 
financial state of the corporate 
sector. A permanent increase 
in the overall level of national 
savings — however desirable 


like govern- 


Maj 
electorate of the virtues of 
higher saving. 

* Martin Feldstein and Phil- 
lipe Bacchetta, “National Sav- 
ing and International Invest- 
ment”, National Bureau of 
Economic Research Working 
Paper No 3164, 1989. 

ah Venti and David 
Wise, “IRAs and Saving". 
reported in “The Role of 
National Saving in the World 
Economy", IMF Occasional 
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SPANISH RESHUFFLE LIKELY 


Gonzalez’ ally resigns as deputy 


By Tom Burns in Madrid 





Spanish deputy premier Alfonso Guerra: resignation demanded 





MR Alfonso Guerra, the closest 
political ally of Spain's prime 
minister Felipe Gonzalez for 
the past 25 years, tendered his 
resignation as deputy premier 
at the weekend, paving the 
way for a government reshuffle 
and fundamentally altering the 
balance of power in Spain's 
eight-year-old Socialist govern- 
ment. 

Mr Guerra, 49, who became 
the number two in the govern- 
ment when Mr Gonzalez won a 
landslide electoral victory in 
1982, said he was leaving the 
cabinet to ease the ministerial 
changeover and would dedicate 
his activities to the Socialist 
party, of which he is deputy 
leader. The resignation was 
accepted by the premier and 
will be announced to the party 
executive today. 

His resignation had been 
demanded for 12 months by 
opposition parties in the wake 
of a scandai concerning his 
younger brother, Mr Juan 
Guerra. who allegedly enriched 
himself while running the dep- 
uty premier’s private office at 
the government's headquarters 
in Seville. 


with the difficult choice of 
either dropping Treasury min- 
ister Mr Carlos Solchaga, the 
most public of Mr Guerra’s 
ministerial enemies, from the 
cabinet in the interests of 
party unity, or keeping on the 


premier. 








Major rules |China seeks greater influence 
over Hong Kong ahead of 1997 


out general 
election in 
early spring 


By Ralph Atkins in London 


MR JOHN MAJOR, the British 
prime minister, has ruled out a 
general election early this 
spring, saying he had “never 
been a cut and run merchant”. 

The prime minister dis- 
missed any suggestion of an 
“imminent” poll. 
some work to do before the 
next general election. We'll get 
on with it,” he said in an inter- 
view on British breakfast-time 
television yesterday. 

Mr Major's remarks quashed 
speculation that he t seek 
a personal electoral mandate 
or that the Conservative party 
Ee a it seek to cnet 

on the “honeymoon” 
enjoyed since his election as 
leader in November. 

Asked if the tasks he had set 
the government before the 
election could be completed 
within weeks rather than 
months, he said: “It would be a 
miracle” 


His comments underline how 
the political caution which 
characterised Mr Major's ten- 
ure as chanceflor of the exche- 
quer has continued under his 
premiership. An election in 
late February or March has 
had the support of many 
Tories. 

An election must take place 
before the summer of 1992, but 


Mr Major is unlikely to want to. 


wait until the last moment 
because of the fear of being 
boxed in. That makes June or 
October this year the most 
likely dates. 

After Britain's entry into the 
European exchange rate mech- 
anism in October, many Tories 
believed there would be a 
“window” this spring when 
interest rates and inflation 
would be falling. 

With the economy now 
clearly in recession and the 
Gulf crisis developing, Mr 
Major’s decision on timing is 
likely to be influenced heavily 
by the May local election 
results. 


By John Elllott in Hong Kong 


CHINA yesterday stepped up 
its campaign to secure 4 signif- 
icant say in Hong Kong’s 
affairs ahead of the colony's 
return to Peking’s sovereignty 
in 1997. 

Officials claimed the right to 
speak on behalf of Hong Kong 
people and called for negotia- 
tions on all big infrastructure 
projects. 

This was spelt out after 
three days of talks in Peking 
between China and Hong Kong 
on the colony's proposed 
HEK$79bn ($10.2bn) interna- 
tional airport ended in dis- 
agreement and mutual recrimi- 
MEE, groent Hong K 

“The present Hon ‘ong 
government is a colonial gov- 
ernment set up by the British 
in Hi Kong,” said Luo Jia- 
huan, the blunt and outspoken 


leader of China’s delegation at 
the talks. “It cannot speak for 
the future specia) [post-1997] 
administrative region of Hong 
Kong. Only the Chinese peo- 
ple’s government can speak for 
Hong Kong people". 
Lue Six months of 
consultations to discover the 
Hong Kong population's 
wishes on the airport. He crit- 
icised Hong Kong for designing 
an unnecessarily extravagant 
project and said China had not 
been given sufficient financial 
information at the talks. 
Luo’s demands, taken at 
their face value, could amount 
to a serious infringement of 
the Sino-British Joint Declara- 


Hong Kong a high degree of 
sutgnomy for 50 years after 


jals yester- 
day denied Luo’s allegations 
and insisted that China had no 
right to interfere in the colo- 
ny’s administration before 
1997. 





South Africa breaks coal trade 
isolation with shipments to UK 


By Gerard McCloskey in London 


SOUTH AFRICA has sold coal 
to the UK electricity industry 
for the first time since the 
regime was isolated by the 
world community. 

Northern Ireland Electricity 
(NIE) has bought a shipment of 
27,000 pone from the ue 
nal at Richards Bay, via Shell 
Coal International A second 
similar shipment is on its way. 

This is a blow to British 
Coal, the state-owned corpora- 
tion, which until recently has 
had an almost monopoly con- 
trol of supplies of coal to the 
UK electricity market. 

Although it is not illegal to 
import South African coal into 
the UK, as it is in Denmark 
and the US, the British power 
companies have refused to 
accept it for the last 20 years. 

Details of the two shipments 
are contained in today’s issue 
of International Coal Report, a 


Financial Times newsletter. 
The ne’ also reports a 
sudden expansion of Northern 
Ireland Electricity imports 
from around the world as a 
result of Britain’s entry into 
the European exchange rate 
mechanism, which has made 
dollar-denominated coal 
imports extremely competitive 
in Britain. 

The South African move into 
the fast-growing UK electricity 
coal import market comes as 
countries which have formeriy 
placed restrictions on pur- 
chases from South Africa are 
reviewing their policies. 

The sales to Northern 
Ireland Electricity is a blow to 
British Coal, since NIE pays a 
lower price to BC than any 
other British power company. 
It buys Scottish opencast coal 
from a designated mine at 
around £31.90 ($61.56) a tonne, 
while National Power and Pow- 


Further inroads by South 
African suppliers into the UK 
would add to the problems 
British Coal faces in the com- 
petitive power market. Last 
week BC began an anti-dump- 
ing action against sales from a 
number of countries. 





Troops shatter hopes of independence 


Continued from Page 1 t 
“This is the last radio in Lith- 
uania. Maybe these are its last 
minutes,” said the announcer, 
who then went on to report the 
latest casualty toll from the 
events in Vilnius. ‘ 

At Lithaania’s parliament 
they are preparing for a final 
Soviet onslaught. “We expect 
the saddest events,” com- 
mented one of pie 
policemen on guard in 
the assembly. “Once you have 
crossed one boundary. it 
doesn’t — much difference 
if you cross it again.” 

As he spoke, youths dragged 
wooden boards. steel sheets 
and iron grills across Indepen- 
dence Square in front of the 
assembly building to form bar- 
ricades which could be crushed 
by tanks in seconds. A Bee- 
thoven broadcast from the par- 
liament's loudspeakers 


tions from President Vytautas 
Landsbergis asking the crowd 
not to resist attack. “Our 


weapon should be the shield, 
not the sword,” he said. 

The 50,000-strong crowd 
burst into applause, shouting 
“Lietuva! Li ” 

“This day will decide our 
fate,” Mr Landsbergis contin- 
ued. “On this day depends 
whether we can continue our 
path towards independence. If 
they stop us today, Lithuania 
will continue in the hope and 
belief we will succeed in the 
end. Our duty is to suffer this 
day, whichever way it leads us. 
Do not show your hatred. Turn 
your backs and go your way.” 

The crowd resumed its 
chanting, with cries of 
bergis! Landsbergis!” followed 
by singing and prayers. 

Then the next blow, as Mr 
Landsbergis announced that 
the prime minister elected only 
two days ago, Mr Albertas 
Simenas, had disappeared, and 
that a new prime minister had 
been named. He is another 
economist, although the econ- 
omy seems the last thing in 


WORLDWIDE WEATHER 


anybody's mind at this 
moment. 

The parliament met in all- 
night session inside the build- 
ing. One of its main tasks was 
to empower the Lithuanian for- 
eign minister, Mr Algirdas Sau- 
dargas, to form a government 
in exile. He is on a visit to 
Poland, as part of a policy to 
have one government minister 
out of the country at all times. 
The decision was announced as 
dawn began to break. 

It followed a day of confused 
and conflicting information 
from the Red Army and the 
Communist party, the two bas- 
Hons of Lithuania's intended 
salvation. 

In the plush headquarters of 
the Soviet Communist party. 
the local ideology chief, Mr 
Juozas Jermalavicius, said it 
was only a matter of time 
before a “national salvation 
committee” took power. 

An overweight man with a 
shiny face who read nervously 
from notes, Mr Jarmaiavicius 





could not say how this would 
come about. Nor would he 
identify members of the com- 
mittee, claiming he had not 
been told who they were 
because the situation was “not 
without danger”. He said his 
only contact with the commit- 
tee was by telephone. 

“Since March 11 {the day the 
Lithuanian parliament 
declared independence] there 
has been no government in 
Lithuania, only attempts to 
introduce bourgeois govern- 
men 


Two hours later, Major-Gen- 
eral Viadimir Uskhobchik, the 
commander of the Vilnius gar- 
tison and two other senior offi- 
cers, said they had heard about 
the national salvation commit- 
tee, but had “no contact” with 


it. 
Asked why the army had 
despatched armoured vehicles 
periodically to the television 
tower over the past few days, 
ne said: “Those are just man- 
oeuvres.” 
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breaks out 


By David Lascelles, 
Banking Editor, in London 


THE OUTBREAK of war in the 


Capital Intelligence, the 
Cyprus-based credit rating 
which specialises i 


massive outflow of capital 
which has never been 
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any of resuming 
business until Kawait is liber- 


Markets braced for war turbu- 
lence, Page 3 


























War as a substitute 


for a New Deal 


a 
By Anthony 


Hi 2 


COMPANY RESULTS 


ble in 


instead.) This alone 
‘ guarantee a fairly obstinate 


much from the cur- 


set this ‘triple squeeze? - an 
i monetary policy, an 
over-valued pound and a bank- 
ers’ panic? No, say the com- 


” mentators, and no doubt the 


ministers too. The strategy 
depends on credibility. so some 
indexation of corporate tax, 
paid for by cuts in mortgage 
relief. 


a themselves; but it does 
not seem likely that they will 
win credibility for more than a 
few months. The reason is 
political as much as economic: 
a free-enterprise government 
can hardly maintain a murder- 
ous squeeze on profits for ever, 
nor ‘can a government nearing 
mpemploym £0 OS toweiun: 
ent. A devalua- 

ng would solve both prob- 
markets are well 


but of falling prices. 
is hardly our trouble at 





It worked quite well even at a 
time when borrowing would 
have been appropriate. That 
could happen madvertently as 


| .the result of a Gulf war; a 


bulge in public spending 
of a counter-produc- 
tive ), financed — as it 
should: be - through taxes. 
‘This would help activ- 


ly reassert itself, the 
case for shorting sterling 
would become nearly 


ible. 
instea 


irresist- 
Bay. airline shares 
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The following advertisements appeared in the Financial Times 
during week. commencing 7th January 1991. 
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ent UK b V I 4 
‘Brent Walker banks ourse opens to overhaul of tr ading : 
waive debt deadline By Richard Waters in London : 
Creditors of the heavily indebted leisure group, | SIGNIFICANT oy ‘. 
nt Walker, hav : . changes to the will look for loopholes to protect ness and re-establish a cartel of ical deal. This so-called NMS deals under which they a riti at oy 

‘aneh the company had agresd to prodice a way UK B are traded take themselves. This would distort dealing firms. The Office of Fair aaaroines how many of the bvy or sell shares at oor ee Wedd. put Reseuter teen . 
refinancing agreement. Richard Lapper reparis | Cestt today amid claims that the the way the market operates. The Trading also condemned it stock market's rules will be but which are kept open in case A second handful of firms, na es 
‘on evidence that the banks are taking & more tules will distort the changes include: @ The practice by brokers of applied to the dealings in particu. that improves during the day. including Kleinwort Benson, n oe 
relaxed attitude to Brent Walker's probleme fot- operations of the stock market. @ Marketmakers must deal with matching buying and selling lar shares. That way, deals are not formally County NatWest and UBS es ot 

| jawing boardroom changes. Page 16 oe changes a two-and- each other at the prices they orders from their clients, rather For instance, only when a deal completed - or published - Phillips & Drew, are thought to rd La 
sis : : a. year Teview of the market's quote on the Seaq share price than putting the business is worth more than three timesa until the end of the day. account for a further quarter of % « 
Handling Fairfax with care operat dons, ney are the first system. This obligation was through marketmakers, is company's NMS will the 90-min- The use of protected orders is the market between them. vt “ 
Bang dere; ading since the Big suspended almost two years ago, replaced by a rule that all such ute delay in publication be “very similar to what happens in That leaves little for the oh : 

a w far years. the done Fair- 1885” regulation in October arid claims that “lair wanther business should be shown bo mar. allowed. this is Gort a moat practice in New York", said Mr remaining 7 or so marketmak- Ms 
4 iia group has . rs re exploiting etmakers. will give the e to its risk Elwes last week. However, hi many hich have bee a 

: been tong on excitement The new rules were formulated the larger houses by laying off marketmakers a chance to bid for after an unusually large deal and warned that the p vould burt particularly “badly by the ch ze 







low level of stock market busi- Qt, a 
ness since the start of the Gulf “a 
was @ major growth of protected crisis. e 
orders, the Stock Exchange The Elwes rule changes, which re a 


by an International Stock 
Exchange committee chaired by 
Nigel Elwes of Warburg Securi- 
ties. They are intended to smooth 
the workings of the market and 
produce a better balance between 
the interests of the large market- 
makers and other users of the 
mare 

lowever, some of the larger 
marketmakers 


Yisks on them. 
@ The details of many more 
transactions will be published as Taken together, these rules 
soon as they are catried out, to mark a significant shift in the 
improve the visibility of the mar- way shares are traded. In addi- would have to revisit the whole ; 
lished within 60 minutes, ret into aipee, betxand gamma cove “Taree bargains may be done “Snaifite thera fhe London market, ar likely to : 
u 4 r into alpha, and gamma cai ins may lone ifvi e 90-minute rule, the London market, are likely to a 
than staying secret until the fol- _gories disappears today. It will be 3 affect this delicate competitive 
balance, It i 


n E Mr Elwes said: “If you take on an 
lowing business day, as before. replaced by new, more i Y i i 
The next-day rule, also intro- ceregorice, . ” oe on aes te ff Cihaly © 


the shares and so make it easier 


* and short on strategy. for them to te. 
for them to operate. 


But the arrival of receiv- 
ers in early December 

{ could change alt that. 
The receivers, called in 
over debts built up by 
Warwick Fairfax (teft) to 
finance a take over, are 
. determined to avoid a 
break-up of the Fairfax 
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titles. This could restore an element fi x are already warn- duced in early 1989, was widel Each company's stock has been days a furth growth a 
to the embattled group, reports Kevice f stabitity ing that the new rules mean it criticised by smaller houses as an allocated 2 ‘normal market size”, lished the next day. Alterna- ae Big Bang, Me ntniakind the ee ie mabe it ee a 
Page 17. ~ : will be impossible for them to attempt by the dominant market- based on experience of how many tively, marketmakers may use fies largely with three houses — for others to hang on to their ae 

Smith New Court, Warburg Secu- “ 


make money. They hint that they makers to force them out of busi- of its shares are traded in the “protected orders”. These are position in the market. 









Beyond the shadows of doubt 
"} Séntiment in the italian band market is stil! 
showing the bullish longer-term undertone 
seen during much of 1980, when volumes 
surged on the back of rising foreign demand. 
‘But the Gulf crisis has taken its toll in the 
short-term, as speculative activity has driven 
dally turnover down. Once the Gulf shadow 
‘clears, however, attention should focus again 
on the more positive prospects for Italian 
bonds.-‘Halg Simonian reports. Page 20 


| Bonds in the buriker 


Markets on defensive as 
world prepares for war 


were d and oilfields ren- 
dered untouchable by chemical 
or biological contamination, the 
gamble might come unstuck. 
There are too many ill-in- 






AR_IS an unfamiliar 
challenge for the mod- 
ern financial markets. 
Other battles within recent mem- 
ory have either been small, like 
the Palklands conflict of 1982, 








formed, pseudo-military strate- 


cloud of uncertainty over the world’s bond 
Sophisticated technology may have 
tha: int of Information available 





* Banca Jover 
Banco Santander 17 IBM 







. US, Britain, France 





e-cold pursuing 
#7 Flaming Hig - fully thought out medium-term 


when little more than national 
ide was at stake, or have been 
ng and siow-burning, like the 
Vietnam War of the late 19603 
and early 1970s, 

In Britain, the stock market 
was closed for part of the -First 
World War, and during 1939-45 its 
tions remained fairly nomi- 


-dend controls and strict capital 


market restrictions. The capital 
markets were harnessed to the 


_ task of financing the wars. 


Now we are faced with the pos- 


‘sibility of serious, if localised, 


hostilities breaking out which 
could invoive the troops of the 
other nations. Failure to defeat . 


“Saddam Hussein could have 
_ grave political and economic con- 


gists sitting in trading rooms 
around the globe for the stock 
market's reactions to a Gulf War 
to be taken too seriously. But 
there are several rational con- 
cerns at various levels. 

First, there is the flight to 
safety argument. This has 
already produced some strength- 
ening of the dollar, which has 
rallied from last year's low, 
despite the way dollar interest 
rates have been falling against 
the international trend. On the 
other side, there has been the 
wealness of markets in Japan, 








a bullish factor at this stage. But 
surely not peace on any terms. 


pat 


most. 


ched-up American deal 


which perhaps is the country 
exposed. 


to the risks of an 


Bite malliary pny, fapan wil 

ut a pygmy, Japan 

suffer during any war scare. 
Secondly, there is the petrocur- 


for equities). Will the Americans 
increase taxes when there is a 
recession at home? Markets that would the Americans be forced to 


London during the blitz: UK capital markets were harnessed to the task of financing the war 


well below their peaks: a year 
the scope for panic in Tokyo, 
for instance, would bave been 


lios to finance the rebuilding of 
their country? To what extent 


An 
sequences. In an would carry the danger rency angie. This should prove only recently were eagerly antici: maintain a presence in the Gulf much greater. 
way, this challenge would have’ rolonged period of uncer- modestly helpful to sterling if the pating the “peace dividend” are to maintain peace after the hos- Money managers, however, 
to be responded to by a liberal tainty in the Gulf could oil price rockets to $70.2 barrel or therefore less than prepared fora tilities had been halted? And really have no rience of deal- 3 
ised -giobal market operat- flare up at any moment and the more (although the extreme fears flood of unbudgeted spending: would US ayers or Saudi ing with the of devel 5 : 
ing across most of the 24 time ofl market be ph into chaos. will not be realised unless Saudi At the very least, there be sheikhs be to pay for this ments likely to arise within the - 
zones in a day. So would war be reluctantly installa tions are put out of action an increase in government bond next days and weeks. Also, the : 
The stock markets would have welcomed by the markets? Some for @ long time). issues: they may be called Trea- Might the Soviet Union take quality of information from the . 
to accommodate panicky - strategists have developed the Thirdly, war is traditionally sury 10% per cent 2010 rather advantage of the cover provided mnt is liable to fall well short of ‘ 
k sellers with calculat- “buy on the bullets” theory, in inflationary. In a world of consi than War Loan, but they will be by a Gulf war to crack down the level required by the ave: . 
, second and which the equity market should erable plenty it is unlikely (oil designed to pre-empt sa nev- internally, and what would that professional investor as the : 
ie strai care be bought ly after the out- that we will see anything ertheless. Hopes for a bull mar- do for confidence in the Deutsche for rational judgments. . 
‘ities, perhaps leav- like general commodity price ket in bonds could come in fora Mark in particular and the EMS Tf the 1987 stock market crash . 


We know from the evidence of 


ing room for some panic selling 
at the outset. But this is depen- 


surge which was generated by 
the Korean War. The legacy of 


bit of a Inock. 


Finally, 
derable after-shocks of a war. 


could happen for almost no rea- 
ences of genuine 


currencies in general? 
son, the 
shocks could be violent indeed. 


, there are the impon- The best one can say is that 


Beene ene ian Fale last Wednesday -— when the dent upon a quick victory by Vietnam, however, was a gradual r. the markets are approaching the ‘ 

Se eeed 16 Polly Pack Int stock markets rose on hopeful Western forces. If the victory undermining of sound money How long would it take for of crisis in a fairly defensive pos- The electronic global market was : 

‘ First Executive “47 AMT Group © signs from Geneva, but collapsed should turn out to be slow and which led to the inflationary production to be restored? Would ture. Real returns on bonds are not ed for war. But it may . 
: + Saison Group on the ultimate failure of the costly, the stock markets could excesses of the 1970s (and, inci- the Kuwaitis be massive sellers exceptionally high, in Europe at have to tested on active ser- ? 

Baker-Aziz talks — that peace is wobble. And if enough oil wells dentally, to a nasty bear market of their global securities portfo- least, and most stock markets are vice. . 








‘T IS ironic that. UK Chan- 
celior Mr Norman Lamont 
and his officials in the 
Treasury should be sinking 

















Economics Notebook: British fiscal policy 
| Debate heats up 
as chancellor 


that indicate the UK govern- 
ment is in a better position to 
borrow than any other leading 

The OECD's findings could 


Maxwell 
to float 

MGN by 
summer | 


‘into the traditional pre-budget 
- ° Rience - known. urdah — support those who say that the oj 
Sst as Socal policy Ia resurtac- government should not rely 02 | By Andrew Hill in London Euro Disneyland s.c.a. 
ing as a live Lats = + 7 pull out of recession, especially | MR ROBERT MAXWELL, the *Opnettes A so 
economic manage > nk t ] Fit a ces cicrenahial in jowen. . a “Société en Commandite par Actions 
pro’ - | publisher, plans to float off e 
Sl S In O Sl ence ing UK inflation. Advocates of | part of Mirror Group Newspa- With a share capital of FF.1,700,000,000 





















as chancellor, that fiscal policy 
is unsuited to short-term eco- 










moted”. 
i called for less 
Bat it also ane aaa ek : 
. depreciation on 
: vestment for smaller firms, 
oo tent fax burdens for all 
in the next budget. 


oul 
and increased 
ture. 





automatic stabilisers in the tax 
and government expenditure 
system take effect in the pres- 


nues and increase government 


it 
lays on unemployment pay 


Few analysts believe that the 
government will achieve its 











i 
moments of candour before 
purdah took effect, admitted 
that this was one of the less 
“robust” elements of the gov- 

8 


this line claim that short-term 
interest rates cuts are them- 
selves & form of fine tuning. 
And if interest rate cuts are 
















But such steps, even if desir- 
able, would require Mr Lamont 
and the Treasury to make a 
heroic break with the practices 
OrThere is aloo at 

ere is an argument 
that advocates of fiscal activ- 
ism have still to win. Although 
short-term interest rate 
changes may seem like fine 
tuning, they only work if they 
reflect market forces. There is 
no comparable safeguard to 
prevent short-term fiscal 
















pers before the summer. 
However, the long-awaited 

public quotation will depend 

heavily on stock market condi- 


ee be incladed in the flota- 
ion. 

The popular Sunday title 
has already been earmarked 
for a separate management 
buy-out to be led by the 
paper's editor Mr Richard 
Stott. 


Mr Maxwell first proposed 
flotation of MGN four years 
ago, At that stage he hoped it 
would go public in 1988, 
although he has never commnit- 
ted himself to a firm date. 

Last July, the publisher 
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-“ Pcie pnts ee rate ‘shown — unintentionally announce that the ratio of pub- measures that mimic some of | Mr Maxwell’s holdings in the extraordinary meeting), and will be held on Febraary 4, 1991 at 11 a.m. at the Espace Michel Simon, i 
j _ bership of the exchange : 7 f overlap lic spending to national income _the effects of interest rate cuts. | newspaper industry and the ; la République — 93160 Noisy-le-Grand, France. ' 
. mechanism of the European period 9 pres ould not “be allowed to rise Proposals could inciude blisher and bis family are 36 rue de la République Noisy nd, 
4 ‘Monetary System sink im» bet poetic icy al strongly in the present period short-term. investment incen- Tikely to retain control othe ‘The agenda for the mecting, 2 list of the resolutions and the annual report of the Company are ; 
- . > At last Wednesday's meeting n H i 7 ib] i available from 5.G.Warburg Securities, 1 Finsbury Avenue, London EC2M 2PA until February 4, . 

inartt ional Ei According to the TUC, the of weak economic activity. tives, possibly taking the form | group, : 
a of the tripartite Nati pa change from one system to of temporary tax credits. Other A team from Samuel Mon- {99t. : 
- another created a temporarily’ ince taking over at the ideas could involve the tempo- | tagu, the merchant bank, is Any shareholder, regardless of the number of shares he/she holds. has the right co attend this . 
4 favourable situation which Treasury, Mr Lamont rary lowering of value added | working on preparations for 2 meering, ta be represented by another shareholder and member of this meeting or by hissher spouse, : 
“ illustrated how investment he ae said soreral ‘ron fax rates. apare oooh cal sale of ere 1, whlch oe ee or fo vore by mail. : 
ive an it “sees i ‘or more subsidies for} a value of at leas fs 7 . 
“4 Ce ; ee ee eee invest in the government running a savings or disincentives to bor- { ($955m) on the company. In order to attend or to be represented at this meering, or to vore by mail: 
i tty (CBI) argued that more ee om Yess than 2 “modest” budget deficit if out- rowing. — MGN’s assets include the holders of registered shares will have to be registered ac the latest five days prior to the date of 
4 | ‘Biteution should. be given 02 Ter cent growth in 1963 to 25 put is below trend. There is an instrument on | Daily Mirror and Sunday Mir- the meetings 
o fiscal policy in managing before Cynics might argue that he the statute book, known as the | ror, as well as the Daily holders of bearer sha that th f their sha init cai . 
“ ‘UR economy. ie day, th has little option. The recession regulator, that would allow the | Record and Sunday Mail in Bg gg ei Ha red ak on set ag 
zt On. the’ following day, 4 will inevitably slow tax reve- chancellor to introduce such | Scotland. A cag be spokes: Iu ieataO6 pouleard Haier e O08 Paris, Frances the general mecong wi inque 
? measures a’ rt notice. man said The People wo ¥ " 


e-tuner. He is generally 
Seght to be in the Lawson 

- mould, in so far as he favours 
eat | advocates of a more 
sc Ne oma oe 

: comfort from oD he Paris 
: Shancellor’s apparent willing. based ORCD has devised indi- 


That was thought to have 
a oat valued MGN at between £500m 
alled _catnrs of“ 1 sustainahilitv™ 
| yy Bankers Trust 


Peter Norman | ana o 
Comm Bkof Londen Pie 14 
Company.London vee gent Bank 
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revived the possibility when 
he commissioned a detailed 
valuation of the group from 
the consultant, Coopers & 
Lybrand Deloitte. 


Organisation for Economic 
Co-operation and Development 
(OECD) suggests that neither 
Mr Lamont nor financial mar- 
kets should worry about the 
slide into deficit. The Paris- 


their share account confirming their shareholding; 


shareholders voting by mail will not be entitled to attend the meeting in person or be 
represented ar rhe meeting by proxy. 
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By Richard Lapper 


CREDITORS OF the heavily 
indebted leisure group, Brent 
Walker, have waived a dead- 
line by which the company had 
iy agrenyent, the cumpany 
ing agreement, the company 
said yesterday. 

Evidence that the banks are 

a more relaxed attitude 

to Brent Walker's problems 
-has come following confirma- 
‘tion of long-expected board- 
‘room 

At the end of last year a 
steering committee of Brent 
‘Walker creditors - including 
Standard Chartered, Hill Sam- 
uel and Svenska banks — had 
insisted that a programme to 
refinance the group's debts of 
up to £1.4bn should be in place 
by February. 

According to Lord Kinder- 
sley, who was appointed non- 
executive chairman on Friday, 


Brent Walker creditors 
waive debt deadline 


the banks now accept that this 
will not be met, par- 


behalf of creditors. 
envisaged an agizement would 
an agreement 
be in place by “late March or 
eoiy Ey a 
rd Kindersley, who is also 
a een o£ the insurance 
company, Sun Alliance, was 
one of a number of new board 
appointments announced on 
danuary 11. Mr John Leach, 
who was managing director of 
the LEP Group until late last 
year, is to become finance 
director, replacing Mr Wilfred 
Aquilina, who resigned in 
December. Mr John Brown, 





Mmahaging director of William 
Hill, and Ms Jean Walker, man- 

aging director of Brent Walker 
Hotes, els. were both appointed to 


ener Beck, chairman of 
John Mowlem, and Mr Alan 
Clements are to join the board 
as non-executive directors. In 
addition to an executive com- 
mittee, two other board com- 
mittees have been formed - a 
committee whose ini- 


coming ppointments. 
on behalf of of Brent Walkers’ 
creditors, Mr David Brougham 
of Standard Chartered said 
that the “experience and repu- 
tation of the appointees augurs 
well for the future success of 
the company.” 





‘Markheath expands by 
52% midway to £6.6m 


‘By Jane Fuller 


!MARKHEATH Securities, the 
«property company which 


‘acquired an industrial wing - 


‘when it took over Camford 
lengineering last May, 
ving pre-tax profit by 52 
‘per cent to £6.6m in the six 
‘months to September 30. 

. Markheath is 49.9 per cent 
«owned by the Adelaide Steam- 
‘ship Company headed by Mr 
‘John Spalvins, who is chair- 
+man of the UK concern. 


As the Australian group is 
‘ planning to reduce its A$ 7.2bn 
+(£3.76bn) debt through 


‘asset sales, there is some 
‘uncertainty over the future of 
lits stake in Markheath. 


At Friday’s closing price of: 


op. Markheath is valued at 
£36.6m, little: more than half 
‘the 864m paid for Camford. 
Mr Paul Bobroff, Mar- 
‘kheath’s managing director, 
Stressed that there were no 
jloans between the two con- 





THE KYOWA BANK, LTD. 
(The "Bank") 





jiwen thet for Ina interest period 
i sanuary 1981 to 191m July 
ne Seventh Interest 


sures, sete ee 
ae pine ee 


cerns. 

He said Markheath was rm 
by its UK management: “Mr 
Spalvins is only bere for a few 
days a year.” 

Markheath's profit increase 
from £43m to £6.6m came on 
turnover of £74.6m (£14.1m). 
The figures included £52m 
sales from Camford Engineer- 
ing, which principally makes 
axles and suspension compo- 
nents for Rover, Ford and Gen- 
eral Motors. 

After net interest payments 
of about £5.5m, more than for 
the whole of 1989-90, the profit 
made from Camford and prop- 
erty development was £4.1m 
(225m). ; 

Dividends received also 
accounted for £1.2m (£2.1m). 

Earnings per share, affected 
‘a certac  e* 
year ago, fell to 

= interim dividend is held 
at 2p. 


"> ISRAEL AIRCRAFT INDUSTRIES LTD.. - 


US-$ 50,000,000 


Medium-term loan facility 
to finance its participation in a: 


: civil aircraft programme 


Funds provided by 


A consortium of European Banks 


Arranger & Agent 





S. Taebect the disectors to apron mail the 
tod exxanal general swating of 
sterebalders 


6 To elect the cnmemioeaizgs wo oerve coil 
‘The cnx oxxnm] general mating of 
Ab epaecictes 


7. Aary other baxiomen, 


‘Tho sberedacldacs are advised that tn quormat Sr 
‘the macenl poneeal samsting is required and that 
Gocietona will fu talean by tha mnsjoriny of the 
shares peesccs or mprenentod at the cancion, 
ta order to take part it Yim gacsoenl cuneting of 


sharsboiders of 4 Felrnary 1990, the owners of | 
‘boseer ebases ure vequired to cepesst thar utuecs 
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Administrators 
of PPI face 
court block 


By John Murray Brown in 
Ankara 


Polly Peck International 
administrators face a further 
court injunction preventing 
them from gaining access to 
the accounts of the group’s 
Cypriot subsidiaries. A vital 
part of the 1989 group profits 
of £107m came from its uear 
east operations. 

The injunction was passed 
by a Famagusta coart last 
week on behalf of Unipac and 
Sunzest Trading, the packag- 
ing and citrus sabsidiaries, 
against Mr Michael Jordan, Mr 

and Mr Christo- 


pher Morris. the three court 
administrators appointed in 
October to the UK-based fruit 
and electronics group. 
The injunction was won by 
Mr Fahri Tunalier a director of 
both subsidiaries, and Mr 
Mentes Aziz, the lawyer of Mr 
Asil Nadir, the PPI chairman. 













COMPANIES AND FINANCE  __. 


Seeking a 


John Thornhill looks at Thome Goode and: its desire. to be taken over. 


for generations, is staging a 
selling me ee 

The Mayfair shop's 60 family 
shareholders decided that the 
business, which has been 
financially weakened in recent 


Robinson, 


lively 
ing director, bubbles. with 
excitement as she talks 


waiting for . 
to come along to give her 





BSIDDER/INVESTOR 


General Mediterranean 
Holding (Luxembourg) 


Sanofi (France)/ 
Sterfing Drug (US) 


Ciba-Geigy 
Olin Corp (US) 


Lazard Brothers (UK) 


FLS Industries 














TARGET : 

Ertoll (Spain) 

Sanoft Winthrop 
CG Microelectronic 
Materiats (jv) 
Dresdner Bank (Germany) Corporacion Banesto 
(Spain} 

Les Fils Dreyfus 
(Switzerland) est 
Dan-Air Engineering 



















suitor for the sleepy princess: of Mayfair 


board 
says the business has been . 
wally transformed after 


a showroom rath: 
shop,” she says. : 
ou pnoinms (Gocxi now ites 


te entice younger customers tions, which are not 


objects are also on show and ¢ ‘or 


into the store by offering low- two 7f Minton china hants é 
inte food gocds sak wedding stand guard 2 ee : “public companies ste seth tt 
fis, : : . However, g ; earnings gror 

‘The shop also owns a wide reached an impasse and is find- fomselitte Serre Sot ccd 


range of old patterns and 
, some of them pro- 
duced for illustrious former 


He 


gt tend price offered for 
Thomas Goode 


@ mame and a. Goliection of 
“royal warrants just as tauch as 


customers such as the Russian ' collapse of a Taanufac- 
royal family. Queen Mary used turer it ran in S' Trent - 2 zmsy be difficult 
to buy her soap from the and an unfortunate — and ‘to determine. “Y 


g 


three royal warrants, which 
are proudly on display near the 
entrance. Other precious 
cnhoss BORDER MGA DEALS _ 

VALUE COMMENT: . -° age 


Sale by Kuwalt — 
Investment Off.” 


Innovative 
Global jv 
50-50 ownership 






has | 
- +, stemmed” fom Brivate retail i 


SECTOR 
_ Petrochemicals. “£252m - 


Pharmaceuticals N/a . 


Electronic 274m 
materials 
Industrial 
holding co. 


Banking 


264m Banesto places 


5% stake - 
£40m Substantial - - 
minority stake . _ 
First step In - 
recovery plan 





Alrcratt ~ £27.5m 


maintenance - ~ 


(Denmark) : The principal reasons behind 
Ault Foods (Canada) Unit of Canada Packers Dalry products 3am Another sale, . been the rising costs of research, 
: - : - by UK's : to Jower prices in the face of 
é Hitsdown . patent expiry. Most have aveived 
fr Airlines (Span) Lockheed Commercial Alrcratt Na JAL takes 14% the reshaping of the industry bas seen, 
— : Aircraft Gentre (US) maintenance stake of independent ‘manufacturers aud the 
County NatWest Ventures Joint venture Venture capital £14m “Important. Unilever’s ‘purchase. of 49.9 : 
cared Finance step” for : the contimuing upheaval in Finland’ 
, Gounty to ‘external The 
Hatnia a aS (Denmark) Cambio & Valoren Bank _Portiollo Wa Hafnia ups "~ _ lever’s food interests in Finland, was described as a rapid 
(Switzerland) .  _- ment stake to 72.1% ; food 





‘Source: FT Mergars & Acquisitions International 


Stee iets ae 


Losses at 
RMT rise 
to £1.35m 


PRE-TAX losses at RMT 
Group, the USM-quoted distrib- 
bated of of computes 

reased sharply from £42,000 
to to £1.35 in the year to June 


far charges 
(£305,000). 

Mr Ken Vere Nicoll, chair- 
man of the group since March, 
said that the year had been one 
of significant change with 
restructuring of its operating ng 





NOTICE OF REDEMPTION 


To the Holders of the 
11% Guaranteed Notes Due 1994 of 





Chase Maphetion Bonk 
AO. Box 409 § boos Poot Lia 
‘Weoigate House ‘Lomembour;-Grand 
Coleman Street 
London EC2P 2D England Bengue de Commerce, S.A. 
(Chase Manhatten Sank (B-1080 Bruscets, Belgian 
63 Rue de Rhone 
1204 Geneva, Seftzeriend 
‘As to Regetered Notes onty: 
‘The Chase Manhatten Bank 
Ona ork Paz, 140s Flour 
‘Corporsie: Bond Redempilons 
















Soveiign High Yield Lneemest Company NV. 






(cid) tenon ee Node Asm = {Guvrit Matron sof tin Sees 





of 
eer es at 6, John 
Netherlands Antilica on January 31, 199! 2¢ 9,00 aan. 


Ths fellowing proponsts wil be put wo wo a tbe aforementioned necting 


1. Propose} co waive we the provisioos of the Asticles of Incorporation with regard to 
Be pearl Genel Monnet Seutna General Meeting and the holding of 


the cormpasifs fixal year wef to tousider Ge cieedagy 2a Oe duly bell Anos 
1 a 
ne ee ” 


; Gomme NY, wil be 
emstad, Curarzo, 





were 7.04p (0.4p). 


Dewhurst 

The second half at Dewhurst 

was held back by exchange 

rates, the recession and an 
of new 


development. 
Pre-tax profits for the year to 
September 30 rose from 









Ghis meeting 
concerning the fecal year ending August 31, 
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2 Propoml¢iprowe the repo: of se 
- business and the mansgement < Of dhe Company 






































9969,054 to £1.02m on sales of 3. Proposal to apprave tbe financial Se 

£7.85m {27.01m). the fiscal year ending Acgusl 31, 190 es peepecad by che Masagement end 
a took £374,358 (£344,126) audited by Pricé Walorhouss, ‘which ‘a sage ts eveenee ty: lbele report of 

and earnings were 5.999 (5.79p). : : 

A final dividend of Lip makes approve, confirm snd ratify afl actions taken by the Board of 

a L.7p (L47p adjusted) total. Directors and the Managing Director during the fiscal year ended 

Fl *, High Sos SPRL sei oe een meen te Spry 

Fleming Income Invest- * 

ment Trust, set up last year by wo pron, Pry fonan my be cr Somined fom the sbowcccstionsl ste oF 

Robert Fleming, the financial cane spendin returned by way of tclx oo. 1147 PHPC NA or 

services group, group, has purchased | telecopicr 999-8-61.4 Teme by the compe pony set by altel, 

a £426m portfolio term 3 : 









gilts from Bolton, a privately- Garagto Jamun 10, 1994, 


owned shipping and Insurance 


®ieming sald the acquisition 
would increase its net asset 
ron per share by 2.7 per 


















£150,000,000 Floating Rate Notes Due 1993 
(comprising £75,000,000 Floating Rate Notes 1993) 
issued on Sth November 1985 and a further 

* £25,000,000 Floating Rate Notes due 1993 issued 
on Sth July 1986 and 2 farther £50,000,000 
Floating Rates Notes due 1993 issued on 10th August 1988 
Consolidated and Forming a Single Series therewith 


In accordance with the terms and conditions of the Notes, Notice is 

hereby given that for the three month period from (and including) 

10th January 1991 to (but excluding) 10th April 1991. the Notes will 

Carry a rate of interest of 14% per cent. per annum. The relevant 

interest payment date will be 10th April 1991. The coupon amount 

will be £346.75 per £10,000 Note payable against the currender of 
. Coupon No: 21, 


’ Hawbros Bank Limited 













Eo es enya rey Barareh eircom lagior shri 
member of The Securities Association, in compliance with the. 

of the Council of The International Stock Exchange of 
the United and the Republic of Ireland Limited (The Stock 
Exchange’). It does not constitute an offer or an invitation to the 
‘public to subscribe for or to purchase any securities. 


Application has been made to the Council of The Stock Exchange for 
the admission of the issued ordinary share capital of the Company to 
the Official List of The Stock Exchange. It is that admission 
20 the Official List will become effective and that dealings in the 
Ordinary Shares will commence on 74th January, 1991. 


































SANDERSON ELECTRONICS PLC - 
{hocorporsiad in England under the Campentes Act 1965) 
INTRODUCTION TO THE OFFICIAL LIST > 
Sponsored by © 
LAING & CRUICKSHANK 
Share Capital 













Issued and fully paid 
in Ordinary Shares of 5p each ° £432,500 


> 
Sanderson Electronics PLC is the holding company of a group 
Ee or rene and lated services to a wide mag of 


Authorised 
600,000 


For the six months llth Janu- 
ary, 1991 vo Eth July, 1991 the 
Noes will carry an interest rate 
of 74% per annum with a 
Coupon amountofU.S. $389.65 
payable on Lith july, 1991. 




















Detalls are included in the Companies Fiche Service available from 








‘Chrysler Financial Corporation 
US $150,000,000 Floating Rate Notes due 1994 é 
- , -couvertibieinto . : 4 

_ oS $iso, 000,060 94% Bonds duc 1996 


For the period trom Jantary i, 1951 to April 15, 1991 the Nates 






"| Laing & Croickshank, oF TH witlt rill carry an inte 
Broadwal Parkway House, | | USvaent2 por UB 350,00 Notes eo US 306-27 per US8,000 Nove and of 
Appold Street, Furkway At : The relevant intereat 
London EC2A 2DA Sheffield a $9 AWA, : oe eee 1991, 
ee Sees ee etenie 
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oot Meets 
embat- 
tled John Fairfax 
* media group, has spent much 


Di ghost ur weeks fending 


ff predators ¢ to 
out of the | Fairioc pick 


" Chiet executives of several 
* media . Fooetved polite Sethe. trons 

Mr 
* Neha a partner in Deloitte 
foe tie inerest ee 

int ut sta 

{firmly that only bids aoa 
‘whole company will be cousid- 


“His attempt to avoid a 
‘break-up, of the Fairfax titles 
hag restored an clement of sta- 
bale fe 2 group which for 

nm 
ment and short ons ed 
"However it = open the 
paety take, and indica: ‘ie 
an ites that 
‘it fs likely to be be several months 
te proposals 


of a ibn tt Waseem 
_ The bank loans, topether 
with an overdraft facility of 
. 4$100m and US junk bond 
commitments of US$450m, 
were the residue of A$2.Jbn 
raised ‘in 1987 by. Mr Warwick 
Fairfax . finance a takeover of 


the group. 

ME Fal Fairfax, then 26, was con- 
cerned that other family mem- 
bers were mismanaging the 


US COMMERCIAL bank 
advisers held the second five of 
the top 10 Places f in the yrenen 


' bard to hold their position in- 
1991, secording -t -to a survey 
released 





ket last year, but will find it ‘ 


FINANCIAL TIMES MONDAY JANUARY 14 1991 


group,.which he feared would 


fall into the hands of Mr . 


Be OE Me 
icker or the Mr rt 
bra & Court. : 
fairfax gequired 100 

cent of the group when he gue: 
ceeded in buying ont other 
family members and private 
shareholders, but lost every- 
thing when the banks lost 


Ptronieally, it was Mr Mark 
Burrows, senior partner in the 
merchant bank Baring 

Burrows, who advised 
the banks to cail in their loans; 
three years earlier, Mr Bur- 
rows had unsuccessfully 
warned Mr Fairfax not to risk 
his fortune by going ahead 
with the takeover. 

eel receiver's strategy is to 
try to maximise the value of 
the three main titles — the 
Sydney Morning Herald, The 
(Melbourne) Age and the Aus- 
tralian Financia) Review - by 
selling the group as a going 


Me Ni Nicholl says Fairfax is 
trading profitably at the oper- 
ating fevel, in spite of the 
recession which | has Eripped 
anal Pi dig ou hich 

group is 
because of ee dominant posi- 
tion held by the three main 
titles in the Sydney, Melbourne 
a business advertising mar- 


Initial expressions of interest 
bly been Heceived from sev- 
groups, luding Pearson, 

the UK group headed by Lord 
Bilakenham and which owns 


COMPANIES AND FINANCE 
Predators gather to pick meat from Fairfax bones 


.Kevin Brown looks at efforts by the receiver to restore stability to the Australian media group 


Aomoag these who, kesre © 


an interest in Walrfax are 





Janet Bolecs k Gouct deri 


O'Reilly of Heinz, and Pearson's Lord Blakenham (right) 





ment house; Dr Tony O'Reilly, 
the Irish chairman of Heinz, 
whase family owns a chain of 
Australian provincial newspa- 
pers; Heytesbury Holdings, the 
family company formerly ron 
by Mr Holmes & Court, now 
run by his widow Janet; Rural 
Press, 2 provincial newspaper 

group run by Mr Jobn B. Fair- 
fax; Jamison Equity, a venture 
capital vehicle run by Mr Chris 
Corrigan; and Mr Robert Max- 
well, the UK newspaper propri- 

‘or. 

However, most are interested 
in only one of the assets — 
Pearson, for example. would 
like all or part of the Financial 
Review, while Mr Maxwell is 
interested only in The Age. 


US busy in French M&A market 


5 William Dawkins in Paris 


more than twice the value of 
its nearest rival. That is also 
slightly more than the 
FFr119bn worth of deals 
advised by all the five Us 
Danks put together. 

After Lazard Fréres comes 
Banexi, a unit of Bangue 
Nationale de Paris, the largest 
French nationalised bank, 
which moves up from ninth 
position in the 1989 league, 
with 83 deals worth FFr49.6bn. 
Crédit Lyonnais, also state- 
owned, comes third with 
FFr83.2bn of deals, while Pari- 
bas drops from second to 


ns’... ez ae fourth ‘with FFr33.2bn worth of 
top companies to focus on their as the top adviser bya ‘Fusions & Acquisitions, 68 
core businesses this and _ long way, where it was adviser Boule 92210 Saint- 
dispose of staller ne ities: -— “in ae ee Cloud, France. 


BY Stefan Wagsty! in Tokyo 


MR SEMI: TSUTSUMI, the 
gwaer of Saison Gronp, ane af 


H 
ef 


f 


“pany is Seibu Department 
: Stores, an upmarket 


10th April 1991 


Nationwide 


Anglia 


Floating Rate Notes Due 1995 


Interest Rate 14% per annum 
interest Period 10th January 1991 
Bae ; 10th April 1991 
Interest es per 
£5,000 Note 
£172.60 


Credit Suisse First Boston Limited | 
Agert 


TELEPHONE: ee 7233 


18; 3153 12 in. 2486/24 
Mat atigiaiee 3B | sar, 2492/2503 -8 


It also owns a of leisure 
among a stake 
in Hotels. 
Other businesses include 
real helico; 


and fast food. The combined 
turnover of the group’s p's 109 


companies reach 
¥4,400bn ($32.8bn) in the cur- 
Tent financial year. 
mAs. eet of the Plans to 


devolve power, Pd out is 
dividing the into six 
March 


operating di 
~ retail, distribution, real 
estate, finance, fast food and 
hotels. Mr Tsutsumi said he 
would soon name three or four 







Bailding 
Society 























AFBD MEMBER 
Jan Sager | 
98 -B 





Saison chief: set to delegate authority 


executives to replace him, but 
be would still help co-ordinate 
the group’s activities. 

Mr Tsutsumi is giving up the 
title of group “representative” 
and other posts, including the 
presidency of Saison Corpora- 
fion, the holding company. 

“Mr Tsutsumi’s half-brother, 
Mr Yoshiaki Tsutsumi, head of 
a railways and leisure empire, 
regularly tops lists of the 
world’s richest men. The two 


their fortunes from their 
father, a prominent business- 
man and politician. 


Rural Press would like to buy 
smaller assets such as the 
Newcastle Herald. 

Mr Murdoch, chief executive 
of News Corporation, is unable 
to acquire Fairfax assets 
because he already controls 
nearly 70 per cent of daily 
newspaper circulation, while 

‘ker cannot bid because 
he owns a television network. 

Mr Nicholl hopes to persuade 
some of the interested parties 
to join a consortium or sub- 
scribe for shares to take over 
the whole company. He says he 
hopes to produce an “action 
plan” for the reconstruction 
within four or five weeks. 

Meanwhile, three Sydney 
stockbrokers are working on 
separate proposals for an injec- 
tion of institutional and pri- 


Hungary names 
advisers for 
privatisations 

By Stephen Fidler, 


Euromarkets 
Correspondent 


ers on the 20 privatisations 
which will constitute the first 
phase of the country’s sweep- 


ing programme, 
British companies are 
heavily represented on the list, 
advising jointly with others on 
the sale of seven of the 20 com- 
panies. Nomura, the Japanese 
securities firm which has 
net marae 
angary, ie only 
a on two privatisations. 
Hun; firms will take part 
in all but-five of the sales. 
The successful candidates 
chosen by 


erty paseo 
tions. They will recommend 


what they see as a desirable 
ownership structure and on 
the best privatisation tech- 
nique. The timetable for priva- 
en wal then be decided 
on by the 

While ee ties “spontane- 
ous” privatisations have taken 
place, the 20 companies are 
the first of the government's 
-controlied” privatisations. 
These, it is hoped, will privat- 
ise 5 to 8 per cent of the public 
sector every year. 

Maximum foreign ownership 
of the companies is'set at 49 
per cent. The government has 
said it wants a broad spread of 
Hungarian shareholders, but 
is less specific about the for- 
eign ownership. 





IBM close to finalising 
unit sale to management 


By Martin Dickson in New York 


IBM expects to complete the 
sale of its typewriters business 
to a management buy-out led 
by investment company Clay- 
ton & Dubilier by the end of 


March. 

The deal, first annotnced 
last summer, also includes 
IBM's personal printer sand 
keyboard operations. usi- 
nesses, based in Lexington, 
Kentucky, have annual reve- 
nues of about $2bn. The units 
were originally expected to 
fetch some $2.3bn, but the final 
sale price is expected to be less 
than $2bn. 


With a credit crunch in the 
US banking industry, and 
leveraged buy-outs unfashion- 
able on Wal) Street, there had 
been some concern about 
Zrengel for the dea 

for ¢ 

But IBM confirmed that 
senior debt financing had been 
committed to the deal, 
although the banks had yet to 
perform their investigations of 
the units invoived. 

IBM will retain a 10 per cent 


stake in the business, which 
min called Lexmark Interna- 
Gonal. 





Progress on First Executive debt 


FIRST Executive, the troubled 
US west coast insurance com- 
pany which had a particularly 
heavy exposure to the junk 
bond market, has said that it is 
progressing with its debt 


sion over a possible restructur- 
ing of its existing preferred 
stock. It noted that there was 
no assurance that either deal 
would be completed. 

First Executive, a major cus- 


a flotation. Investor 
interest is said to be high, and 
the AMP Society, the country’s 
biggest institutional investor, 
7 yehought to be ready to 


ate reconstruction will be 


lowed’ by into Fairfax, fol- 


fax at A$1.tbn, is an injection 
of between A$500m and 
. combined with a 
restructured loan from the 
banks for 2 similar amount. 
The injection could be by 
way of a consortium or 


through a partial flotation, or 


Alternatively, some brokers 
say the assets are good enough 








for the whole company to be 
floated in the second half of 
the year if the economy recov- 
ers as forecast. 


avoid the impending privatisa- 
tion of Australign Airlines and 
the part-privatisation of 


Qantas and Commonwealth 
Bank. 
@A between the 
receiver and Bank Brussels 
Lambert over twa mace the seven 
presses used by The Age, over 
which the the bank c claims rights. 

@ The junk bond holders are 
shought 
argon a since the banks, 


are unlikely to 
nee the liquidation of 
‘airfax since the proceeds 
would flow to the banks as 
senior lenders. 


20 per cent ceiling on foreign 
ownership of medias assets 
might be allowed, but his office 
continues to stress the 15 per 
cent limit set by the Foreign 
Investment Review legislation. 

Some of the brokers drawing 
up reconstruction plans say 
they are working on the 
assumption that Australian 
ownership of the Fairfax assets 
is a national “sacred cow,” 
while others say an exception 
to the rule could be made for a 
“respectable” foreign media 
group. 





Cariplo may acquire full 
control of Banca Jover 


By Haig Simonian in Milan 
CARIPLO. Italy's biggest 
ha ed 


that tie considering an, ofr 
to buy full control of Banca 
dover, the Spanish bank owned 
by Banco de Santander. 
The move follows last year’s 
surprise rupture in the links 
between. and Banco de 
Santander, which in 1988 
agreed to swap 30 per cent 
stakes in their Istituto Banca- 
















der, finally unravelled for 
undisclosed reasons but 

ently at the’ Spanish bank's 
behest. 


Banco de Santander 
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To the Holders of 


THE YOKOHAMA 
RUBBER COMPANY, LIMITED 


US.$120,000,000 
4% per cent. Guaranteed Notes 1993 with Warrants 
to subscribe for shares of common stock of 
THE YOKOHAMA RUBBER COMPANY, LIMITED 
{the “Warrants"} 
-NOTICE OF ISSUE TO THE SHAREHOLDERS 
. AT LESS THAN THE cunRene MARKET PRICE 
"ADJUSTMENT OF SUBSCRIPTION PRICE 


Pursuant to Clause 4 {C} of the Instrument dated 1éth June, 
1989 (the “Instrument”? relating to the Warrants, notice is hereby 
given as follows: 

At the meeting of the Board of Directors of The Yokohama 
Rubber Company, Limited (the “Company”) held on 27th Novem- 
ber, 1990, it was determined that the Com: issue new shares 
of its common stock {the “Shares”) to its shareholders of record 
as of Slst December, 1990 (the “Record Date") at a ratio of 0.15 
Share for each Share held. The issue price is Yen 480 per Share 
whieh wes lower than the current market price per Share of 

Yen 967.30 on the Record Date as determined in accordance with 
Clause 3 (iil of the Instrument. 

As a result of such issue, the Subseription Price tat which 
Shares are issuable upon exercise of the Warrants) will be adjusted 
as set forth below pursuant to Clause 3 a} of the Instrument, 
effective as of Ist January, 1991 (Tokyo time): 


Subscription Price before adjustment: Yen 1,295.90 per share 
Subscription Price after adjustment: Yen 1,217.10 per share 


THE YOKOHAMA. 
RUBBER COMPANY, LIMITED 
By: Dai-Ichi Kangyo Trust t Company of New York 


rsement Agent 
Dated: 14 January, 1991 








SOCIETE CONCESSIONNAIRE 
FRANCAISE POUR LA 
CONSTRUCTION ET 
L?EXPLOITATION DU TUNNEL 
ROUTIER SOUS LE MONT-BLANC 


FRE 450,000,000 FLOATING RATE 
NOTES 1987-1997 

In accordance with the provisions of the Notes, notice is 

hereby given that the rate of interest for the period from 

November 30, 1990 to February 27, 1991 has been fixed 

at 10.25 per cent per annum. 


On 28 February, 1991 interest of FRF 256.25 per FRF 
10,000 nominal amount of the Notes, and interest of FRF 
2,562.50 per FRF 100,000 nominal amount of the Notes 
will be due against coupon no. 13. 



































Notices to holders, including notices relating to the 
quarterly determination of interest rates, will be published 
only in “L’Agence Economique et Financiere” (Paris) and 
in “The Financial Times” (London). 

BANQUE INTERNATIONALE A LUXEMBOURG 








RISKS OF WAR 


ARE YOU HEDGED? 


* CALL FOR 


MEMBER AFED | INFORMATION 


QUESTIONS ABOUT 
DOING BUSINESS IN 
THE UNITED STATES? 


HERE ARE SOME ANSWERS. 


xpanding your business to the United States offers some special challenges. Now, The Principal 
Financial Group and Princor are producing a series of publications designed to provide informa- 
tion you need to move smoothly into the American workplace. 

© Guidebook To Pension Planning 

© Responsibilities of Corporate Officers and Directors under U.S. Federal Securities Laws 

« A Guide To Employee Benefits In The United States 

© The United States Workplace — Background information For Foreign Companies 

© How To Select A U.S. Life insurance Company 

* The 1990 U.S. Tax Guide 


The first book in this series, produced by The Principal Financial Group, Guidebook To Pension 
Planning, is now available and contains useful information about the practical and legal issues raised 
by providing a pension for U.S. employees. 
The first book in the series published by Princor, Responsibilities of Corporate Officers and Direc- 
tors under U.S. Federal Securities Laws, provides information on duties and responsibilities under 
U.S. securities laws of corporate officials who supervise U.S. company operations. 

The two series provide information that will be useful to any executive relocating to the United States. 
As part of this series, The Principal Financial Group and Princor will also provide other general 
information books by various authors which deal with specific topics of interest and concer to 
executives entering the U.S. marketplace. 


Get the answers you need; contact Corporate Relations Department, Office of Intemational Publica- 
tions, The Principal Financial Group, 711 High Street, Des Moines, fowa U.S.A. 50303. 


the; 


Financial 
Group 


‘The words “The Principal Financial Group™ and “Princor™ and the combination of those words and tne accompanying design are trademarks 
and service marks of Princpel Mutual Life insurance Company. 
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Guaranteed Floating Rate Subordinated Notes due 1994 How Bad For U.S. Banks? 


For the three months 11th Jonunry, 199] to Ith April. 1991 che Nores will 
cary an interest rate of 7"5% per annum with a coupon amount uf 
ULS. $19.22 per U.S. $1,000 Note and U.S. $192.19 per U.S. $10,000 
Note. The relevanr inrerest payment date will be Ith April, 1991, 

Listed on the Londun Srack Exchange 


yy Bankers Trust 
@ Company, London 


Ay rE at lace sme em tee 


7° © 3g.$5$50,000,000 
mot Soir ning Net 3194 


iod Uch Januai 1991 to Ilth April, 1991 the 
Se eek ue ! Nie. per annum with 2 coupon 


Sear ot US $19! Brus $10,000, Noxe, payable on Ith 
199) 
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INTERNATIONAL 
LENDING 


Launches 


delayed 
as banks 


wait and see 


THE INTERNATIONAL loans 
market slowed almost to a halt 
last week as banks delayed the 
launch of new deals ahead of 
the potential outbreak of war 
in the Gulf this week. 

“We have several mandates, 
but the pricings we have 
agreed will be subject to 
review,” one banker said. Nev- 
ertheless, a few deals trickled 
out. 

Istituto Italiano di Credito 
Fondiario, an Italian bank ik spe 
cialising in mortgage loans, 
launched an cult Ie-year 
joan to fund its mortgage-lend- 
ing activities. The loan carries 
an option for the borrawer to 
draw fands in either lire 
D-Marks. These currency 
options reflect the growing 
demand in Italy for mortgages 
denominated in various cur- 


The syndicated loan will 
have an average life of around 
six years, because it is repaid 
in 20 unequal semi-annual 
instalments. The loan pays 
interest at 32.6 basis points 
above the London Interbank 
Offered Rate, and is arranged 
by Banca Commerciale Ital- 
jana, with Bayerische Vereins- 
bank and Banque Internation- 
ale & Luxembourg as joint 
underwriters, 

Outokumpu, the Finnish 
saueeral BrOUp. de raising a 

150m loan via joint arrangers 
Barclays Bank, KOP, Manufac- 
turers ys anover and Posti- 
The four-year deal for 
Qutokumpu Finance pays 
interest at 35 points over 
Libor for the first two years, 
a at 37'4 basis points above 

rr. 

‘The deal illustrates the rise 
{n funding costs for corporate 
borrowers, even those with 
majority state ownership: 
when Outokumpu came to 
fener Gaal an culy 

ra seven-year was only 
25 basis points over Libor. 

Eurovias, the high- 
ways concern, launched a 
Y6.3bn five-year deal, arranged 


by Bank of Tokyo Interna- ; 
tional. The refinance 


loan, to 
outstanding debt, pays interest 
ut basis points above 


Tracy Corrigan 


INTERNATIONAL BONDS 


Past conflicts give few clue 


FOR THE first time in the 
memory of many participants, 
the world’s bond markets are 
confronted with the serious 
possibility of war. In the cir- 
cumstances, speculation about 
the market consequences of 
armed conflict may seem triv- 
ial. However, the Gulf crisis 
has put livelihoods, as well as 
lives, at risk. 

Past conflicts give few clues 
about how the markets might 
perform in the event of war. 
‘The structure of global bond 
markets has changed signifi- 
cantly since the wars in Korea 
or Vietnam, or the near-con- 
flict in Cuba. 

Bond markets are now 
underpinned by sophisticated 
information technology. This 
has increased the amount of 
information available to inves- 
tors and has increased the 
quality of markets. However, it 
has arguably inereased the 
chances of volatility being 
transmitted between markets. 

Investors also have at their 
disposal a whole armoury of 
derivative financia) products 
with which they can control 
exposure to the markets with 
only a small capital outlay. 
Derivative instruments should, 
in theory, even out volatile 
Brice movements in underlying 

cash bond markets, although 
debate still rages about the 
role of futures and options in 
the 1967 equity market crash, 

At the end of last week. 
Swedish Export Credit brought 
two issues of oil-linked medi- 
um-term notes in the US mar- 

ket, which offered investors a 
hedge against rising oil prices. 
Soe ae pacha. weien 
arran, . is worl 
on similar oil-linked transac- 
tions for ne urchond market, 


possibly for 
Analysts note Ler the vol- 





EUROMARKET 
TURNOVER ($m) 








ume of cash bond market trad- 
ing has remained subdued as 
the Gulf crisis has escalated. 
This suggests that investors 
are hedging bond holdings 
with such instruments, rather 
than liquidating massive 
amounts of underlying stock. 

One favoured investment 
strategy has been to buy call 
options on the of) price and 
call options on the Nikkei 
stock market index; the ratio- 
nale being that one or the 
other will rise over the next 
month. 

Finally, the sheer volume of 
international trade in bond 
markets has increased the 

tential for massive reversals 
in the international flow of 
capital. 

There were signs for most of 
last year, for example, that 
Japanese capital was being 
repatriated into domestic secu- 

rities. War in the Gulf could 
reverse this trend to the bene- 
fit of “safe-haven” dollar and 
Swiss franc assets, or acceler- 
ate it as Japanese investors 
Jook to minimise currency risk 
at a time of uncertainty. 

“There has been a suspen- 
sion of traditional relative val- 
ues between bond markets in 
recent months as established 
international flows have been 
disrupted,” said Mr George 
Magnus, chief international 
economist at Warburg 
ties. “The markets that may do 
best in a war situation are 
those that can rely most on 
domestic funds and funds 
switching out of equities.” 

There are few clues to be 


drawn from the performance of 
bond markets during earlier 
international conflicts. 

“This is the first time that 
the US has been on the brink 
of war while its domestic econ- 
omy is on | the brink of a major 
recession,” said Mr Robin Mar- 
shali, Chief Economist at 
Chase Investment Bank in 
London. MS 

The duration and geographi- 
cal spread of a possible conflict 
are unknown. These variables 
will dictate the future price of 
oil for this year. 

Most economists are predict- 
ing oil prices of between $45 
and $50 per barrel in the initial 
stages of any conflict, but the 
longer-term direction of prices 


INTERNATIONAL CAPITAL MARKETS | 


s on likely reaction to. war ar in Gulf 





have discounted a short, lim- 
ited and successful armed con- 
flict with Iraq, but a longer 
would bring unfo- 


tary alliance in the Gulf, the 


German and Japanese mone- 
tary policies as inflationary 


pressures 
Since the Bundesbank is 
already seen as committed to a 
farther tightening by many — 
parties, the Gulf could be 
a handy pretext to head-off 


+ ine French mark 


9 LLL perenne nite 


European aropean, markets, oe 
economy's perceiv 
dence on. on imports. 






edict that 20+ ich: 
Povernment pond yields will 


rise from 10 per cent toll per ”_ 
cent in. the sverit: of even a 
short conflict. 


that the Japanese market ‘has 
not fully discounted: an armed’ 


Lyons, | 

Jnternational He predicts that: 
the yield on the benchmark 10- 
year Japanese government. 
bond could rise to 7.75 per cent, 
from 6.85 per cent last week, _ 
eee = 
‘However, Mr Magnus sug - 
gests thatthe Japanese -bond - 


FINANCIAL TIMES MONDAY JANUARY | 



























ons. joe 
- Other than ‘the. traditiog 
- wai havens of the dolar’ at 





most Taos tein writ 
Gulf - and most to: gain ‘tro 


. ening -;-.and the inverted 1 
yield curve flattening. -..: 
. Shorter. maturity’ ponds ou 
performed ‘long bonds..as- 

ctisis seemed to sitde-inexor 
a et 











NEW INTERNATIONAL BOND ISSUES 























A I. 
Borrowers "Tn Maturity nee Coypon Price Pook runner oer: vied 
US DOLLARS 
Omran Corp{hie@ 370 1995 4 rT 700 Nomura int. 4.500 
Republic of Finland(b)@ 300 1996 5ly 9 102.10 Morgan Stanley Int 8.475 
Finnish Export Credit® 150 1993 2 Thy 100.72 Merril Lynch Int. 7123 
Taumura & Co. 100 1995, 4 (4) 100 = Nikka Secs, . 
ECUSs 
EIBiay® 300 2001 10 10 98.82 Paribas Capital Mkts. 10.194 
STERLING 
EIBINe 100 1998 8, 101g 95.40 Samuel Montagu 11.345 
D-MARKS 
Lufthansa IntFin.{et@ 500 1998 8 fe) 100 Deutsche Bh 
Luithansa IntFin.(eyt® 00 2001 10 {e} 100 Deutsche Bk - 
EBigt@ 250 2001 10 (gi 100 © Oreadner Bk - 
SWISS FRANCS 
Tokyo Tatemano Co.ik@ cy 1995 . Bly 100 «UBS 8.250 
gu Lida ® 20 1996 . . 100 Fuji Bk (Schweiz) AG 8.375 
Showa Leasing Co.irk® 50 1996 - 63, 99) HandelsBank NatWest 8.428 
Kaerntoner Ele ek @ 30 1996 . 7% 101 Credit Suisse 1257 
PHILIPS 
+ 


aN 
eed sten se 


U.S.$300,000,000 


The Export-Import Bank of Japan 


(incorporated under The Export-Import Bank of Japan Law) 


8% per cent..Guaranteed Bonds Due 1996 
Unconditionally and irrevocably guaranteed as to payment of principal and interest by 


JAPAN 
























Morgan Stanley International 
S.G. Warburg Securities 


Nomura International 


IBJ International Limited 
Goldman Sachs International Limited 
Deutsche Bank Capital Markets Limited 


UBS Phillips & Drew Securities Limited 


Issue Price 100 per cent. 


Credit Suisse First Boston Limited 


Paribas Capital Markets Group 


J. P. Morgan Securities Ltd. 











Bank of Tokyo Capital Markets Group 





LTCB International Limited 


Lehman Brothers International 


Merrill Lynch International Limited 


Swiss Bank Corporation 
favestinent Aanking 
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Yamaichi International (Europe) Limited 
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Amount Ay. ite Coupon fies Bere un 

PESETAS eee * 
Republic of Austria@ 15bn 197 6 13.55 & toro ‘BeoBibeo' ae 
Orix Compe Jon 1995 4 Big : 
LUXEMBOURG FRANCS . i 2 ‘ 
Gredit Agricole @ 500 4994 9° © 104°: “Ox 

Bancalrerk@ 400 1994 3.16? ; Og as! 
In‘finance Cr.NaLiek® 800 194 °° 3 * 10. 88 
Gr.Foncier de Francetz@ ‘tba 1996 § um... ‘a4 
Barco Finance BVxx@ 600 1996 5 ” oe 
Delfined BV{chirr 900 1996 § 10 7 85 
AGA ABId}ink® 00 1906 5.167 101g TS 8 
Okobank® 800 1996 5 0 2 17 oat 
Lease Pian Holding wast 300 1994 3167 “1DIg a, 
Reneutt pnesmey alentt eden nay 1904_ 3 | 10dg r “9.3 
penne & Wt Stadt tect cet ot aoe 
Increased trom hae) reentry a rare ih over morn ihe a 1. BORN de 
date, theraafter. hj Coupon was eee on tho: IN ‘on ASD beaken 
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- PHILIPS 


U.S. $2,000,000,000 


Term Loan Facility 





N.V. Philips’ Gloeilampenfabrieken 


Arranger 
Credit Suisse First Boston Limited 
Underwriting Lead-Managers spare 
Banque Nationale de Paris S.A. BHE-BANK 
Crédit Lyonnais Credit Suisse 
Union Bank of Switzerland N-AMRO * 
Citibank, N.A. Rabobank Nederland 
Lead-Managers : 
Banque Paribas Commerzbank (Nederland)NV 
National Westminster Bank PLC Société Générale 
Ca-Managers : 
The Bank of Nova Scotia Group Banque Internationale 4 Luxembourg 
soclété snonyare 
Barclays Hays Bank PLC Bayerische Landesbank 
Bayerische Vereinsbank Aktiengeselischaft Den Danske Bank 
Kredietbank NV Manofacturers Hanover Trust any ‘ 
Swiss Bank Corporation o 
Participants 
Banca Commerciale Italiana Banco diRoma InternationalS.A. _ 
Bank Leu Ltd. ; Bank of Montreal | 
Banque Bruxelles Lambert S.A. Cassa di Risparmio delle Provincie Lombarde—~CARIPLO™ 
2 ‘London Branch 
Creditanstalt-Bankverein Crédit Commercial de France 
Credito Italiano Fuji Bank Nederland N.Y. 
Generale Bank Hamburgische Landesbank 
Midland Bank ple Royal Bank of Canada 
The Sumitomo Bank, Limited _ Swiss Volksbank BS 
1s note 
; Credit Suisse First Boston Limited 
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IT’S GOING TO BE 
BUSINESS AS USUAL | 


DURING OUR FINANCIAL 


REORGANIZATION. 


On January 21, 1988, when this 
Management team took on the challenge 
of renewing Pan An, it was with full 
knowledge that the task would not be an 
easyone. 

Two decades of heavy operating 
losses had placed severe financial strain on 
Pan.Am and greatly reduced its abilicy to 
compete in a rapidly changing, intensifying 
competitive environment. 

To bring the airline back to its his- 
toric preeminence, we developed and initi- 
ated a three-point strategic plan: 

_(1) Invest the money required to 
tetmum Pan Am to the service stan- 
dards that once led the industry. 

(2) Provide financial resources by 

selling assets not fundamental to the 

operation of a strong airline. 


JJ. i-4..(3}Rebuild employee commitment 
+. sothat once again Pan Am people | 


feel and act like the special people 

Until ii aninier 1990, the plan 
was working. 

We were an industry leader in on- 
time performance, receiving the highest 
passenger-satisfaction ratings in our history, 
carrying record numbers of passengers, and 
setting new revenue records by the month. 


A WORLD IN CRISIS 
Then Iraq invaded Kuwait, and all 


forecasts of operating results went with it. 
On an annualized basis, Pan Am’s fuel bill 


increased by a catastrophic $500 million, 


$150 million in the 4th quarter alone. 

Concurrently, the growing recession 
in the U.S. and deteriorating economic 
conditions abroad combined to bring about 
a decline in air travel. 

These economic shocks, converging 
within a six-month period, have taken a 
heavy roll on this company’s cash flow. 
The progress we have made on our operat- 
ing and strategic plans cannot sufficiently 
offset these setbacks. 

What can offset them is our agree- 
ment with United Airlines which will pro- 
vide us $400 million from the twansfer of 
some of our London routes as well as oppor- 
tunities for greatly increased revenues 
through a comprehensive marketing agree- 
ment. While we have already received 
$110 million, U.S. and British Govem- 
mental approvals are required before this 
agreement is final and the remaining funds 
become available to us. 

As a result of these events, a 
restructuring of our financial obligations 
is required. 

And, restructuring requires time. 
Therefore, we have filed to begin the reor- 
ganization process under Chapter 11. 


BUSINESS AS USUAL MEANS 


BUSINESS AS USUAL 

Unlike some reorganization filings in 
this industry, our action was not taken as a 
result of labor strife. 

We have sound, constructive rela- 
tionships with our 30,000 employees, and 
effective labor agreements with all of our 
unions. 

As this is a filing for financial restruc- 
turing only, all flight operations will contin- 
ue as usual, at our same high levels, without 
a ripple of interruption. 


~— We will continue full flight sched- 
ules on all routes, including the 
Pan Am Shuttle and Pan Am Express. 


— Our relationships and agreements : 


_ With Travel Agents and other air- 
lines will remain intact. And, of 
course, all Travel Agent commis- 
sions will be paid. 

— Tickets will be honored as usual. 
FINANCING IS IN PLACE 


Bankers Trust Company and United 
Airlines have sufficient confidence in our 


future to provide us a loan of $150 million 


as part of the reorganization process, subject 
to court approvals. 

This, combined with cash on hand 
from operations, will meet our liquidity 
requirements until the United Airlines 
transaction is concluded. 

Which, in tum, will put us in a solid 
cash position to continue to implement our 
strategic plan. 


THE FAR-REACHING BENEFITS 


OF THE PAN AM- 


UNITED AIRLINES AGREEMENT 


Our cooperative agreement with 
United Airlines is moving forward as 
planned. 

What this provides is a multitude of 
substantial, tangible benefits to our cus- 
tomers, as well as a strong improvement in 
our financial position. 

First, a substantial cash infusion will 
happen upon closing. 

Second, we and the flying public will 
reap the benefits of a cooperative frequent 
flyer program, one which will be the most 
attractive in the industry. 

Third, Pan Am will benefit by 
United's ability to feed U.S. passengers into 
Pan Am’ international network. 

Fourth, the owo airlines will coordi- 
nate schedules for maximum passenger 
convenience. 

Fifth, and of major importance, is 
United's $100 million consumer ticket 


guarantee program which will provide 
assurance to all Pan Am ticket holders. 


A STRATEGY FOR LONG-TERM 
SOCCESS IS IN PLACE 


Pan Am is an airline monumental in 
its contributions to aviation. For it was 
Pan Am, single-handedly and against enor- 
mous odds, thar opened America, and the 
world, to intemational air travel. 

‘We realize that Pan Am’s future suc- 
cess cannot be built solely om its historic 
leadership. But, we can once again be a 
great airline, and, we're confident, a finan- 
cially successful one. 

To bring this about, we are working 
to position the airline to benefit from the 
ce re 
major economic sectors.of the world: .. 








Continental Europe and Latin America. . . ee 


hae 


We continue to fly to more European. 


cities than all other U.S. airlines combined.” 


We are the only U.S. carrier that serves vir- 
tually every emerging country in Eastern. 
Europe, as well as the Soviet Union. We 
are continuing to develop Frankfurt into a 
major European hub, which means we'll be 
situated right in the middle of a united 
Europe and well positioned to serve Eastem. 
Europe as it grows in economic importance. 

Latin America, our other area of con- 
centration, and quite likely the world’s next 
boom area, is now being served, profitably, 
from our vastly enlarged Miami hub. We 
now fly to 56 inremational destinations 
and 31 U.S. cities from Miami. We have 
enjoyed continuous, profitable growth in 
Miami for 62 years and consider our current 
Latin American strength as a base on. 
which to build even greater success. 

We ask you to stay with us during this 
time, not as a favor to us, but as a service to 
yourself. We want to retain your business 
and to continue to eam your loyalty. 

We are totally dedicated to operating 
the kind of airline that rightfully attracts — 
through a high level of service — more than 
its share of travellers. 

Today, Pan Am offers proud service 
to over 115 cities in 51 countries on five 
continents. 

We look forward to flying with you. 


LL 


Thomas G. Plaskett 
Chairman and Chief Executive Officer 
Pan American World Airways, Inc. 
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UK GILTS 


Prices reflect G 


cantly over the next few 
months, from level of 9. 


TRADING in gilt-edged 
Securities swung in see-saw 
last week in the light 

assess the likely 


But a lack of consensus on 
whether a war in the Middle 
East could be avoided, and 
absence of new Information 
about the depth of the UK 
Tecession, gave the market a 
directionless look for the week. compared 

Gilt rose early when it 
appeared that diplomatic 

forts to avert a crisis might 
Succeed, Later they swung 
hack, as despondency settled in 
on the chances of traq agreeing 


detailing the 
extent of the UK economic 
decline were thin on the 

resull 


flict could 
the United 
qui 


pattern for inflation in 1991. 
Many participants in the 
market, however, expect the 
annual rate of retail price 
increases to decline signifi- 





a 


Nations deadline for 
iting Kuwait. 


Ggures, cus 





ulf crisis see-saw 


buoyed by more than £10bn 
worth of new gilt issues that 
aré expected during 1991-92, as 
the government swings from 
Mr Michael Saunders, of Sai- 
omen Brothers, ‘believes the 
of £sbn in i912, 001 
with what many analysts fore- 
cast will be a debt 


989. was 
changed between 1988 and es 
1989. 


The lack of customers has 
dented profitability among investors. 
many gilt traders. However, it 
appears that the market will be 





ITALIAN BONDS 


Sentiment stays bullish for the longer term 


OVERSHADOWED by the Gulf 
crisis in the short run, senti- 
ment in the Italian bond mar- 
ket is still showing the bullish 
longer-term undertone seen 
during much of 1990, when vol- 
umes surged on the back of 
rising foreign demand. 

Not surprisingly, end-inves- 
tors have been conspicuous by 
their absence in recent weeks 
as the market bas been domi- 
uated by speculative and inter- 
professional activity. Trading 
Yanges were very tight and 







over on the market down 
about £1,000bn to L1,500bn a 


NRI TOKYO BOND INDEX 





to repayment, foreign investors 
from countries having the 
appropriate double taxation 

have not seen their 


_ Once the Gulf shadow clears, 
attention should focus again 
on these and the 
more positive prospects for 
Italian. because the Trea- 


vestors. 
maturity of Italian debt fea- ground. Though total 
tares m that list - this of withholding eligibie 
year’s first auction already non-residents appears out of 
tendency ~ with - the. question, the chances of a 
L2,500bn of 5-year fixed-rate commitment to repay those eli- 
Buoni del gible have increased. 
Th i The could involve 


market. — 
Though notionaily entitled 


We are pleased to announce that 


The Tokio Marine and Fire Insurance Co., LTD. 


has acquired an interest in 


Financial Security Assurance Holdings Lid. - 


resulting in a long-term cooperation agreement 
for transacting financial guaranty insurance business 
in Japan and the United States. 


December 1990 


FINANCIAL 


SECURITY 
ASSURANCE. 


AUS WEST COMPANY 
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INTERNATIONAL CAPITAL MARKETS _ 


when they have to balance 
ir accounts. 
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us _ CREDIT mmarkets are a eee But that does 
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nary ‘volatility as the dlock © —— Te et ot explain al of tls es 
ti towards the Tuesday Jem a en ee fart to the Fed injecting very 
i . “pn ie uae ae large into the sys 
will SA 708 7a around the of the year, ar 
EE BR. then being reluctant 
pao them out again. 
mean a steep rise in long bond _ This looks like a deliberate 
yields, However, at the- very attempt to ensure adequa' 
trum vislds ara toon aihough some analysts 
co ae aT sae ee bec 
. This is able 
last week. - demands for excess reserves 
wily in ply: eee, by $4. a The reasons, say these ana- 
Hast developments, eaas . ; ; Iysts, include the recent a 
in particular to fruitless trying to assuage-- nat reserve a 
US-Iraqi talks in Geneva.’ Sown Hom: 7 per cmt to 6% coincidence .that the’ easing on banks’ non-transaction 
.By Wednesday the bench- The move,sar- - move came shortly’ Bank deposits, and a reluctance by 
mark 30-year Treasury issue prised many . j of New England, of the banks to be seen borrowing 
fell 3 points, although it then who had it to be in the Boston area, was .from the Fed's discount win: 
managed a-stight recovery and quite so ive in view of- insolvent: and seized: dow lest this action bran 
ended the week down 18 -to t figures by alators. - ° - them — quite wrongly ~ as 
yield 836, up from 820. week which were slightly better than sl h growth in tially unsound. 
before. However, the discount Wall forecasts. money. supply is merely . There are suggestions that 
tate on 90-day Treasury bills leak from the-‘Fed. another of looking at the the Fed's concern 
dropped to 6.16, down 37-basis suggested that it acted after strains in 2 : liquidity could prompt it to 
points, or to 632 on a bond seeing figures on sluggish credit.is being restricted by move from 
equivalent basis. in’ banks struggling to improve targeting approach to the 
A last minute negotiated particular M2,. the broader.. ratios which have beex shot to it a 
ice would clearly reverse monetary te, which . pieces by bad loan portfolios. decade ago, and which pro- 
movements. AS for, war, . ended 1990 at 3.7 per cent, near Fed concern over the bank- duced large swings in the 
most Wall Street analysts are the of its Tange. ing system may also help. 
expecting it to be short, sharp However, the money supply explain the extraordinary vola- - tever the central bank's 
and not significantly disrup- figures of the past week have tility since the start of the year precise intentions, the gather- 
tive to oil supplies. That, too, ot been that dramatic. As Mr in the Fed funds rate, which ing DS recession means the 
would set off a strong bond Robert Brusca, of Nikko Secu- . has dipped as low as 0.5 per trend of interest rates is still 
market as crude prices rities, points out, they are “not cent andi as high as 20 per cent. strongly down, with Fed funds 
, inflat the kind of monetary data that. Fed funds‘is the rate charged expected to.drop to 6 per cent 
fears receded, and attention stand a Fed chairman up and-. by banks with excess reserves by mid-year and the long bond 
focused in on the weak-- make him change his mind to otber banks needing over. as:low as 7%. But ail this is 
nesses DS economy. overnight". The more likely night loans to meet reserve i on a quick end to 
These were graphically . cause of the Fed’s behaviour rem As the Guif crisis, whether 
underlined last week by the concern over the health yh peace or war, that 
Fed’s decision to ease mone- banking system — although i card 
tary policy for the fifth time in admit so would be to = ° 
three months, pushing its tar- bate the very problems Martin Dickson 
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toredeneption of the bid-price. Amoqnt Issued is expressed I mlfttons of currency antts. 
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CONVERTIBLE BONDS-US Collars untess indicates, Prem= percentage prentlum of the current effective price of baying stares via the bond aver the mast recent share price. 
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On Tst Aandany. 1991, the name CGE disappeared from the Stock 


Exchange listings. lt has been replaced by Alcatel Alsthom, a name 
which reflects our positions as a world leader in the fields of communi- 
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cation, energy, transport and allied services. It’s a name that will make 
us internationally recognisable and, therefore, more competitive. So 
from 1st January 1991, look for Us higher up the list. 
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Six Polly Peck 
resignations 
are confirmed 


By Richard Waters 


THE RESIGNATIONS were 
confirmed yesterday of six 
directors of Polly Peck Interna- 
. i 

that more boardroom depar- 
tures could follow. 

+ Those to leave are executive 
directors Mr Mark Ellis, Mr 


ets a eat el 
ie Neil 

Mills and Mr Dick Halpin. 
Mr Richard Stone, one of 
three i tors appoi 


are no longer juired. We 

have effectively devolved oper- 

ating control to operating 

directors of the ec 

ner ameus and Mr Ellis 
ve formally resigned only 

within the last week, while the 


_He added that there were 
likely to be further board 
after the administra- 


c 

tors had developed their 

restructuring plan for the 
March 31. 


be that we will recruit more 
directors, and that some of 
those already there will feel 
they would rather pursue other 
interests,” said Mr Stone. 

Still on the board are Mr Asil 
Nadir, chairman and chief 
executive; Mr Reg Mogg, 
ton. 60 eee d 
on, company sec 5 ay 
hon-executives Mr Larry Tin- 
dale and Mr Michael Sandberg. 


weeks in tracing Polly Peck 
money that is said to have 
been invested in property 
developments in northern 
Cyprus. This amounts to more 
than £160m. 


or to say whether the adminis- 
trators had discovered cash 
deposits in northern Cyprus or 
elsewhere. 


The i 
to decide within the coming 
weeks whether they have 
enough information about 
"& 
operations to include them in 
their restructuring plans, or 
whether they will have to be 
left to one side to be dealt with 





port services are “recession 
resistant” became an article of 


faith during the 198s boom. 


Employees make as much mess and 





UK 

visit the washroom as frequently in cialist agencies or “arms and legs pro- Ryvith 8 per 
good times as in bad was the underly- viders.” revennes. This mpenre US matket 
ing logic. The effectiveness of office But at least Hays was able to . cent in the more wa reasonable 
security should not fluctuate as prof- restrict the damage done to its mar- and what BET ter ceut. 
its rise and fall. gins by scything costs in line with éxpectation® of-20 Pa cession should 
As recently as November 1989 Mr tumbling demand. The decline in its . if anything, Sis at which support 
Nicholas Wills, BET’s chief executive, personnel profits would have been speed up the 1 prospective 
was spreading the gospel, applying greater, the said, “but for firm service compatties attract Phe one-off 
the fateful phrase to the former Brit- action, swi to reduce staff - new customers lured out can 
tT in wre feitaty generate, ee 
conglomerate. eS er 
fated, most City analysis’ joined the costs to demand tends to Some repart alread’ 
chorus. be much trickier in sive ia happening. 

With that period of rapid economic sectors like plant and construction hg basen 9G a 

now over, the are rs Garry 

coming home to roost. The truth of “It is quite easy to take out variable = director 
Te eek lex than S whereas with plant bire it is a “in 

i much more comp nesses, w 1 im ! 

such assumptions allowed. much more difficult,” according to Mr cg - the present, people 

“While it was felt that service com- cost effective i 
pares ther severity of this reces. in its analysis of BET" expected aeerter 

wnturn, severity reces- i 'S r 
sion has meant that this cash genera- last Novem- tial UK staff feeding market at 38 per 
Aen aie Mena ae with dom oe eeee ee 

ir e , an wi a 
Warburg Securitiss. decline to 7.4 per cent in the tracting out in the public sects 
For one thing, some support ser- year to March 1991. J also working to service 
vices — in common with professional decline was forecast to occur in plant nies’ in 
services like advertising ~- are more construction services. * potential marl oP date, it says 
discretionary and hence more reces- Even non-discretionary ‘be “at least £20bn.’ d 
sion-prone than others. It comes as cleaning and workwear rental are _ central - 
little surprise that UK profits at liable sooner or later to be trimmed in |.” tracted out 10 per cent 

BET's background music business are response to a round of layoffs or a and local government 

running below year-ago levels. This is customer’s cost-cutting drive. cant. 5 

in spite of growth in non-traditional There may admittedly be a lag Meanwhile, the larger 
customer sectors like financial ser- cutbacks are passeil on. vice organisa 
vices. és - zee coed from d : the 
Also vulnerable are services like themselves on the degree of or efficiently without the fee itself ciusion that support services are usu- who were in the vanguard of 
recruitment and plant hire, which are changed being reduced. * ally no more (or less) recession resis- original move towards contracting 
provided regularly as opposed to that their contracts permit. They Long-term distribution contracts tam in terms than the busi- out to 
continuously, and where demand is remain if are often structured in such a nesses they serve. to few 
tled immediately and directly to the way that the service provider’s reve- Given identical balance sheets and viders. 

performance of the customer’s busi- services are partly insulated mnues fall less rapidly than volumes management, most resilient ser- In 

ness. from this sort of pruning. Security is when times are tough Many linen vice company would be one with cus- from 

Profit from personnel services at affected unless a fac. supply or washroom service agree- tomers concentrated in, say,.food ing 

Guildford-based Hays, slipped by 2 per closed. Canteen ser- ments involve a fixed weekly tracts. 

cent in the year to June 30, in con- provider is recom- irrespective of volume, for the con- Even so, several UK-quoted support ble 

trast to the increases achieved by the form of a management tract’s duration. ce companies, will perform according 
both distribution and delivery ser- made to run more cheaply It is hard though to escape the com paratively. well during this recession. _sidiary’: 


Receiver Shake-up 
called in at Dixons’ 
at Gaynor | offshoot 

By Clay Harris By Clare Pearson 


GAYNOR GROUP, the 
Manchester-based - 


American subsidiary, 
intended to tighten 
ment controls within 


manage- 
the super- 


ster, Gaynor’s bankers. Mr 
Watts said he would try 
keep the business intact for 
sale as a concern. 

tive vice president. 
Mr Tony Dignum, Dixon's 


in the to iewet mem 
suffered when customers 
switched to thin, high 


lythene carrier 
it was not make. 

It has continued to lose money > 
in the current year. 

Gaynor’s 1989-90 accounts 
were qualified and drawn up 
on the basis that banking 
facilities would remain a’ 
Current liabilities 


Prior to joining Silo, Mr 
t nine years in the 
he hope a te 

is manage- 
ment shake-up will lead to 


The collapse puts at risk 
improvements in cost reduc- 


more than £1m invested or 
Tent by the Scowcroft family, 
which owns 54 per cent. at Silo’s 233 stores. In the 
The Scowcrofts, who also | months 

own the Swinton insurance 
group, paid £2.35m, or 120p 
per share, for their controlling 
stake in July 1988. By last 
Thursday, the shares had 
planged to 7%p, to value Gay- 
nor at £394,000. Last summer, 
the family made available | since the interim results 
another £750,000 in capital. i 


OST ANALYSIS of 
BET's difficulties, 
underscored by the 
recent collapse in its share 
Price, has focused understand- 
ably on the service group’s 
stretched balance-sheet. 


Even with last week's sale to 
Thorn EMI of the company’s 
stake in Thames Television, 
gearing at the March 31 year- 
end is unlikely to be less than 
90 per cent. 

Bat an equally pressing 
issue is how BET's diverse 
businesses are faring as the 
economy deteriorates rapidly. 

Essentially, the core busi- 
ness support service activities 
divide into three groupings: 
industrial and commercial, 

lant and construction, and 
stribution. In gate, 
these accounted for close 
to 90 per cent of the 
company’s £2.69bn revenue in 


trial and commercial grouping 
is the quiver of textile rental, 
washroom and cleaning ser- 
vices. Trading under the 
rather unmemorable initial, 
Allied Industrial and Laundry- 
craft brands, these contributed 
£786.7m of revenues. 

A further £252.8m was gen- 
erated by other industrial and 
commercial services, namely 
electronic and manned secu- 
rity, recruitment and waste 
management. Here, the main 
brands are Shorrock, Hestair 
and Biffa. This trio's propor- 
tional contribution is expected 
to rise in 1990-91 due to 
Hestair’s inclusion for a 
first fall year and the compar- 





Unhappy EFG shareholders 
hit at divestment policy 


By Michiyo Nakamoto 


DISGRUNTLE 2 
domina' "Ss anm 
meeting of EFG, the forestry 
and home and leisure products 
group, their dismay 
at the company’s e 
decision last week to 


shareholders only one week 
before the meeting but the 
issue was not on the 

As a USM-quoted company it 
is not required to obtain 
approval for the eens. 

e resignation in January 
of Mr John Campbell, the for- 
mer chief executive who has 
been in the forestry business 
throughout his career, also 
raised icions among some 
shareholders that there had 
been a board le between 


familys tine is Ged 
bed ily's is 
op ie what T though was for- 


DIVIDENDS ANNOUNCED 


Corres - Total 
Current Date of ponding for 
payment payment dividend year 


OTe Apr 10 eae tee : . 
Consolidated.—fin 6,71 Apr 4 41 46 
Kiclawort O’seas....fin 1.7 Apr 23 32 3 
Scot Amer inv .——fin 0.98 Apr 5 38 3.3 


Nee eee eee eee ne ee marae geese gre Sag oeeecmesgereereer a 

i nds shown pence per share net excep! where otherwise stated. 
ae alent after allowing for scrip issue. tOn capital increased by 
rights and/or acquisition issues. %Includes special 0.2p. 
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Totat 
fast 
year 
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— Soeaetars 

ims or sub 

Leveraged Capital Holdings NV. divisions shown below are besed mainly on 
as at 8/2 was US$ 370.85 | | “Yes memeee 

Listed on rhe Amsterdam fexeriens- GT Ventura inv, Glasgow income 


i 
i 
' 
i 
ie 
j 


Stock Exchange 


‘Gen Inv Trust. Photo-Me 


wlaformanen: 
‘Pierson, Hicldring & Plerson NV. 








members who wanted to keep 
the forestry business and those 
who wanted to sell it. 

EFG built its business on 
buying, planting and managing 
forests for investors but this 
has been in serious decline 
since tax incentives were with- 


decision to restructure the 


‘The share price has plunged 
from a high of 126p in August 
1987 to 23p at yesterday’s close. 
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The recession has begun to shake the resilient image of the support service sector, writes David ‘Owen 


Chickens come home to r 


T HE NOTION that business sup- 


the i 
4 Burqpesn the aver- 
it has been estimated that the aver 


ue 
ii 
He 


it 
e 
i 
sill 


rel 





contributed 
“unit was split imo three’ pan 
was 
European sections: 
BET emeas that profit 
» 
margins 


from distribution . 














pubs and leisure operator 
which came to the USM in 
August, rose from £161,000 to 
£264,000 pre-tax for the haif 
year to November 30 after tak- 
ing account of a £449,000 rise 
interest charges to £550,000. 

Turnover rose by £155m to 
£2.66m. Earnings per 2.5p 
worked through at 0.47p 


B 


Directors 
ne increased profitabil- 


Scottish American 
nay falls 24.9p 


Ameri- 
can Investment Company fell 
by 248p to 113.1p over 1990. 

After-tax revenue for the 12 


makes a 3.8p (2.3p) total. 

Directors said the recom- 
mended final indicated an 
increase of at least 3.2 per cent 
in the payout for 1991. 


Nay declines 27% 
at Kleinwort O’seas 


1990 was yesterday by 
Kleinwort Overseas Invest- 
Tent Trust. 

Nav at December 31 was 


Video Store shares 
suspended at 1°p 


Shares of Video Store Group. 
the video rental company, were 
ey suspended at 1%p 
foal eee at 

The loss-making company 
has been in talka with its bank- 
ers for several months about a 
financial restructuring. 

Video Store, formerly known. 
as Goodman Group, trans- 
formed itself from a fashion 





retailer into a video rental 


pushed it into overall 
losses of more than £2.5m since 


downturn in trading, seem- 

resulting from a combi- 
nation of last year’s World 
Cup, the weather, the spread of 
satellite television, and the 


Lawrie disposes of 
51% Reece interest 
Lawrie Group, a 70.9 per cent 


subsidiary of Camellia Invest- 
ments, has sold its 51 per cent 


lifts Huntingdon 


5 jn environm 
Serna etme 
pretax profits at Huntingdon 


International, the life sciences 
and engineering services 
group, from £3.67m to £4.07m. 
, rhe group managed to 

ts in the three 


increase 
_ mont to! Deoember a1 in spite 


of the adverse economic cli- 
mate and the lower dollar 
exchange rate which depressed 
its US earnings. About 70 per 
Of sales and 50 per cant of 
Turnover rose 19 per cent to 
£28.38m (£23.76m) and earnings 
per. share edged up te 3.3p 


‘ bulk of the growth in 
turnover came from -engineer- 
ing and environmental ser- 
ly ‘ environ- 
Salving ate cate orerione 

on 
ie eso pon spl 
tests and site assessments. Dol- 


vices, 
pent related 


"lar revenues in this division, 


Segue of Bothctuts 
acq’ on utnwesi 
Laboratories in were up 
57 per cent. 


‘However, the downturn in 
the construction industry, 
depressed the group’s engineer- 
ing revenues both in the US 


ing design and consultancy 


group, acquired in November. 


Dean & Bowes 
£2.3m. disposal 
Dean & Bowes, a designer and 
refurbisher of licensed - 
Ges bee ant Rises sm 
EBs of its 7 subsid- 
com} Mmanage- 
ment and trustees of KG Ze- 
mer’s family settlement for 


2m ond ity) in D&B ata 
equil hela 
by the purchasers, : 

D&B directors will seek 
shareholders" approval to pur- 





General Consolid 
nay down 46% 
‘The net asset value per capital 


. Share of General Consol 
: lidated 


Trust was 138p at 
December 31 1800. * 
he figure showed 2 hefty 
decline of 46 per cent on the 
2548p of 12 months earlier, 
with most of the fall coming in 
the second half; nav at the 
interim stage in June was 


Nav of.the trust's stepped 
preference shares, however, 
improved over the year from 
4.29 to ee x 

Tevent 
47m ue 1990 rose to 
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® For Currert Unit Trust Prices on any telephone ring direct-0836 4 


+ 
on 
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MONEY MARKETS 


SHORT STERLING futures on 
Liffe have inevitably been 
influenced by the thre, 
war, but this is only one factor 
behind the recent price fall, 
oy British officials, including 
“* Mr Norman Lamont, chancel- 
Jor of the exchequer, have 
warned against cuts in interest 
yates until this can be justified 
by sterling’s position in the 
European Monetary System, 





The pound moved off the 
bottom of the EMS exchange 
rate mechanism last week, for 
the first time since early 
November. This was Partly 
because the market took Mr 
Lamont's warning seriously, 
bat it also reflected the 
:, Pound's attraction, based on 
~" the UK's oil resources in the 
event of war in the Gulf, and 
«yl je, Jack of comand for the 
rk on signs of unrest in 

the Soviet Union. 
The pound's improvement, 
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CURRENCIES, MONEY AND CAPITAL MARKETS 





Short sterling slides 


however, has not prevented 
short sterling futures falling 
below several technical 
Support points, March delivery 
fell through support at 87.20 
and 87.17 on the Friday before 
last, and showed a steady 
dectine throughout last week, 
ropping below support at 
Bae and Beey PP 

At last Friday's close of 86.77 

the contract was still 

unting a rate of under 
13% per cent for three-month 
interbank at delivery in March, 
compared with the present 
cash value of around 14 per 
cent. 

The pound's improvement 
against its ERM partners has 
been based on the belief that 
rates will not be cut: but if 
sterling continues to advance, 
it will in turn encourage 
Speculation about lower rates. 

In essence, it is a market 
jooking both ways: the view 
that interest rates can fall if 
sterling improves, while 
sterling can improve if rates 
hold firm. It is hardly a solid 
foundation for any reversal in 
short sterling's downward 
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MONDAY INTERVIEW 





Critic of 
current 
war fever 


Lee Hamilton, Democratic 
congressman for Indiana, 
talks to Peter Riddell 


hen Democratic con- 

gressman Lee Hamil- 

ton urges caution - 
as he has over taking early 
thilitary action in the Gulf cri- 
sis — people in Washington 
take notice. After 26 years rep- 
tesenting a rural district in 
south-eastern Indiana, Mr 
Hamilton has become one of 
Capitel Hi's most influential 
voices on foreign policy issues. 

With bis unfashionable grey- 
ing crew cut and low-key Indi- 
ana accent, Mr Hamilton looks 
and sounds like the epitome of 
Midwestern commonsense. He 
is the opposite of the blow- 
wave/sound-bite generation of 
politicians. " 

Currently the second senior 
Democrat on the House For- 
eign Affairs committee, and 
chairman of its Europe and 
Middle East sub-committee, Mr 
Hamilton gained national 
attention as the House leader 
of the 1987 inquiry into the 
fran/Contra scandal. He was on 
the shortlist of possible Demo- 
cratic presidential candidates 
in 1988 and could easily be sec- 
retary of state if, and when, his 
party regains the White House. 

--For all hig extensive travel 
and international contacts ~ 
including a year studying at 
Goethe university in Germany 
-~ Mr Hamilton keeps close toa 
the feelings of Middie America, 
and its doubts in the current 
crisis. 

He was co-sponsor of the 
Democratic leadership resolu- 
tion in favour of continuing 
sanctions and against immedi- 
ate war. This was defeated in 
both houses at the weekend, 
mainly thanks to the shift of 
many conservative Democrats 
behind Mr Bush. But the close- 
ness of the vote, the narrowest 
on an issue of war and peace 
for 179 years, was only because 
mainstream Democrats such as 
Mr Hamilton and Senator Sam 
Nuon caution. Mr Bush 
won the backing for force he 
wanted, but the doubts and 
divisions remain. 

The opinion of Congress 
matters because under the US 
constitution it plays an impor- 
tant part in decisions over war 
and peace, despite Mr Bush's 
claims to have authority as 
commander in chief to order 
military action. This contrasts 
with the largely passive role of 
the British parliament and 
reflects the deliberate reaction 
of the American founding 
fathers against the concentra- 
tion of too much power in the 
hands of the executive. 

Mr Hamilton accepts that 
Congress is not “the chief for- 
eign policy maker. We are an 
important voice, but a junior 
partner compared to the presi- 
dent. Only rarely does Con- 


gress initiate foreign policy; 
imposing sanctions against 
South Africa was an excep- 
tion.” 

But when it comes to a mat- 
ter of going to war - “the 
gravest decision that govern- 
tment makes” — he argues that 
“under our constitution it 
ought to be a shared responsi- 
bility between the Congress 
and the president, not a deci- 
sion made by the president 
alone. We must participate in 
that decision.” 

Mr Hamilton notes that 
when he is sworn into the 
House he takes “an oath to 
affirm and uphold the constitu- 
tion of the US. I believe that 
oath requires us to protect the 
constitutional prerogatives of 
Congress. I do not think other 
members would disagree with 
that. The disagreement comes 
over whether you are exercis- 
ing your constitutional prerog- 
atives by simply handing over 
to the president the authority 
to make the decision, or 
whether you exercise them by 
making that decision yourself.” 

Mr Hamilton differs with the 
president not just about the 
constitutional role of Congress 
but also about when force 
should be used. Before Christ- 
mas, he irritated the normally 
unruffled secretary of state, Mr 
James Baker, by pressing him 
about whether sanctions had 
been given enough time to 
work, The resolution Mr Ham- 
ilton sponsored in the House 
for the Gulf debate reflects his 
view that “patience is still 
Tequired and the present strat- 
oe of economic sanctions, 

iplomacy and the threat of 
force is the right one. _ 

“There is enough evidence 
that the strategy 
our goals. We have got the hos- 
tages back. We have succeeded 
in defen Saudi Arabia, We 
have stability in the Gulf. The 
oll is still flowing. Now we 
have not restored the emir of 
Kuwait and we have not got 
Kuwait back. The strategy has 
been partially successful. 
There is evidence that sanc- 
tions are working reasonably 
well and are grinding down 
Iraq and we ought to stay with 
it. You have to put into the 
calculation the alternative, 
which is, of course, war. And 
war means death and destruc- 
tion and casualties.” 

Mr Hamilton carefully notes 
that Mr Bush has never said 
the US should use force; he has 
only threatened the use of 
force. But the president has 
“made a lot of statements to 
make a lot of people, including 
myself, think that he is pre- 
pared to go to war very soon. [ 
do not believe that. I do not 
rule out the use of force. I 


agree with the president's 
goals, and thus far at least 
with his strategy, and if, say, 
some time down the road, 
March or April, | make the 
judgment that the strategy is 
not working, then we might 
have to resort to force,” 

He recognises the wide- 
spread unease expressed in the 
congressional debates that the 
US faces by far the largest mili- 
tary and financial burden of 
the crisis, compared with the 
token contributions from Euro- 
pean allies more dependent on 
Middle Eastern oil. "There is a 
disappointment - in Washing- 
ton and in the Congress - 
with the performance of some 


PERSONAL FILE 


1931 Born in Florida, son of 
Methodist minister. 
Grew up in Indiana. 

1952 Graduated from DePauw 
University. 

1956 Doctorate from Indiana 
University, then prac- 
tised as a lawyer, 

4964 Elected to House of Rep- 
resentatives. Early critic 
of Vietnam War. 

1985-86 Chairman of House 
Intelligence committee. 

1987 Chairman of special 
joint committee into 
{\ran/Contra atftair. 

1989-90 Chairman ai Joint 
Economic committee of 
Congress; second senior 
Democra! on House For- 
eign Attairs committee 
and chairman of Europe 
and Middle East sub- 
committee, 


enc 
allies in the crisis, particularly 
Germany and Japan, and an 
appreciation with regard to the 
UK and its very strong sup- 
port. Those concerns are going 
to have some impact. You see 
things, for example, like bills 
being introduced to the effect 
that import duties will be lev- 
fed unless the coalition part- 
ners pay their full share. These 
are not majority resolutions, 
but they indicate a significant 


‘There is evidence that sanctions are working’ 


sentiment in the Congress.” 

These views may, be con- 
cedes, affect the debate on the 
post-cold-war world. “There is 
a disappointment here that we 
have not had more of a 
response on the military side 
from our allies, The debate 
that was occurring on the new 
security regime for Europe has 
heen delayed as we have 
focused almost exclusively on 
the Gulf.” 

The crisis bas made “us 
moore aware here of the unwill- 
ingness of some of our Euro- 
pean partners to mave outside 
of Europe in seeing a responsi- 
bility beyond Europe”. 

A conimitted international- 
ist. Mr Haniilton is unsure 
what President Bush means by 
a “new world order” - a 
phrase he finds vague and not 
clearly defined. “When he ( Mr 
Bush) really speaks about it, 
he talks of it almost in terms of 
the 1930s. It is not a new world 
order; it comes down to opposi- 
tion to aggression. Now there 
is obviously some validity to 
that. We are moving beyond 
the cold war. Jt is a different 
set of circumstances. But the 
pbrase needs content for me to 
understand it a little better.” 

In the Middle East context, 
Mr Hamilton - who has 
sought to balance Israeli and 
Arab concerns ~ argues that a 
security regime for the region 
in the crisis period would 
try to limit the proliferation of 
weapons, not just nuclear but 
also conventional. A coalition 
of nations, predominantly Mid. 
dle East countries, but proba- 
biy including the US as well, 
should be developed to assure 
security. “I do not know that I 
see that as a new world order. ! 
see that as a continuation of 
what we have had.” He also 
believes there is little question 
that there will be a substantial 
American milifary presence. 

However, Mr Hamilton 
acknowledged that there is a 
real ambivalence among 
Americans about their coun- 
try's leadership role. 





Protecting civil rights in law 


n unveiling its Charter of 
Rights the Labour party 


has publicly announced a © 


package of proposed legislation 
as “a central part of Labour's 
programme of constitutional 
reform”. Apart from a vague, 
undefined proposal to create 
an elected second chamber and 
to engage in the devolution of 
government “to the nations 
and regions of Britain", there 
is nothing constitutional about. 
the contents of the charter. 

- Individual items of law 
reform are valuable in giving 
greater protection to civil liber- 
ties — the commitment to 
establish a right te know 
through a freedom of informa- 
tion law is long overdue - but 
the programme is redolent of 
traditional beliefs and conven- 
tional ideas which permeate a 
party of the Left which clings 





Cases judged in 
Strasbourg could 
have had the same 
result had English 
courts had the power 









to democratic socialism. 

The key to the Labour par- 
fy's tergiversation on the grow- 
ing demand within its own 
tanks lies in double-think 
about Europe. It endorses the 
implementation of the Single 
European Act in 1992, and thus 
presents itself to the electorate 
politically as the party of 
Surope. But it then declares 
that the “traditional European 
approach to rights has been 


















The Labour party rejects 
such an approach as inappro- 
mate for B 
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events of the 1980s in connec- 
tion with which many rights 
were eraded by “government 
action and judicial interven- 
tion”. Labour instead rests its 
faith in the enhancement of 
individual rights through spe- 
cific pieces of legislation. All 
this is longhand for saying two 
things. The Labour party will 
not incorporate, even by a sin- 
gle act of parliament, the Euro- 
pean Convention on Human 
Rights. Second, it perpetuates 
a long-standing attitude 
tawards judicial action in pro- 
tecting civil liberties. Bath atti- 
tudes are fundamentally 
flawed. They also misinterpret 
the mood of the British elector. 
ate as it emerges from a period 
of decline in civil liberties. 
The European Convention 
on Human Rights was pro- 
moted and largely drafted by 
the British government in the 
immediate post-war years. 
Since 1966, the right of individ- 
ual petitions to the EI 
Commission for Human Rights 
at Strasbourg has been granted 
and continuously exercised. 4 
number of gains in the rights 
of British citizens has been 
one or more 
of about a dozen articles 
declaring in broad terms the 
fundamental freedoms, 
Sh OK 
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Many of the cases that have 
gone to Strasbourg could have 
produced the same satisfactory 
result at home. and more 
speedily, if only English courts 
had possessed the power 
directly to enforce the Conven- 
tion. Constitutional reformers 
— at least the 20,000 or so who 
lent their support to Charter 
‘88's agenda of over-arching 
constitutional government — 
have been over-ambitious to 
the point of scaring aff some 
centrist reformers. The simple 
enactment of the European 
Convention, with no greater 
status than any other act of 
parliament, should be the 
immediate prize to which any 
moderately liberal politician 
should aspire. 

The Labour party's refusal to 
espouse so modest a piece of 
reform to enbance our civil lib- 
erties stems from its innate 
and absurd hostility to the 
judiciary. Labour does not see 
government as being tripartite 
- comprising the executive, 
the legislature and the judi- 
ciary - but as consisting of 
the first two branches only, 
with the courts on the periph- 
ery of political power. Accord- 
ing to this view. the courts 
exercise little or no influence 
beyond the adjudication of pri- 
vate disputes between citizens. 
Judicial review, which has 
developed so dramatically in 
recent years as a means of 
supervising administrative 
action, is unloved by Labour 
politicians unless it happens to 
effect some curb on Conserva- 
tive government. 

Towards the end of the spate 
of litigation between central 
and local government which 
was spawned by the impact of 
rate Support grant legislation. 
and which was a feature of the 





on behalf of the Department of 
Environment in one such case. 
During a lull in the lengthy 
conferences with legal advisers 
and senior civil servants, { ven- 
tured a consoling remark. 
Were the civil servants not 
heartily tired of the incessant 
flow of applications for judicial 
review which involved the 
Department in an immense 
amount of time spent drafting 
affidavits, preparing instruc- 
tions to lawyers and attending 
tedious court appearances? 
The contradictory reply from 
a senior civil servant shook me 
at the time but has remained 
vivid in my mind. He was 
mightily glad of traditional 
intervention, at least in the 
field of local government 
finance, At a time when minis- 
ters in his department, enjoy- 
ing huge parliamentary majori- 





Liberal politicians 
should aspire to the 
simple enactment of 
the European 
Convention 
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ties. were free to indulge their 
legislative appetites to effect 
policies unendaorsed by the 
electorate, it was essential, my 
interlocutor said, that the exec- 
utive branch of government 
should be made accountable, if 
ony in the limited way offered 
by judicial contral and ministe- 
rial action. 

It was time, he said, that the 
courts came to the aid of the 
parliamentary provess of keep- 
ing the executive in check, just 
as in days gone by parliament 
had won for the courts their 
independence from the execu- 
tive, 
y 


















“Americans are, on the one 
hand, very proud of the role of 
the US as being world leader, 
very conscious of the fact that 
there's only one superpower 
today. But at the same time 
they have a great sense of 
unease about the burdens that 
the role requires, both in terms 
of people, men and women in 
the services, and money. You 
detect in almost any American 
audience today that they want 
to go both ways. They want to 
be the world leader, but they 
want to focus more attention 
Tied sre getting weary of tn 
y are weary 0! 
tax and military burdens.” 
‘There is a danger, Mr Hamil- 
ton concedes, of a reaction 
against internationat commit- 
ments, “There is a resurgence 
of the old isolationism, usually 
identified with our Midwest. It 
can be easily exaggerated, but 
it is clearly present among the 
American people. It is present 
in Indiana. 1 would not predict 
that it would become the 
tuajority view in the US, but it 
is a force to be reckoned with.” 


ACROSS 
1 Its report is deliberately 
delayed (4,4) 

5 Poisoner catches general 
unawares (6) 

10 Sailors enter to lock round 
for birds (5) 

11 Introduce new price cut (9) 

12 Winter dancing parties? No, 
but they're thrown for 
enjoyment (9) 

13 One group of people 
includes him (5) 

14 Fires round about Gfty guns 
(6) 

16 I've entered into neat 
arrangement that's simplic- 
ity itself (7) 

18 No quick-growing plant? (7) 

20 It sounds alarmingly like 
poison (6) 

22 The “thank you" letter of a 
Greek (5) 

24 University having two 
scholars in exchange (4.5) 

25 Gives generously when 
there's a whip-round? (6,3) 

26 Abolish article from a year: 
book (5) 

27 Exeltement created by the 

coming down of an astro- 

naut (6) 


The solution to last Saturday's prize puzzle will be published 
ea with names of wingers on Saturday January 26. 
Lee Be Br a 





hen the US went to 
war in Korea and 
Vietmam, it at least 
had the comfort of a strong 
domestic economy. Today. 
with war threatening in the 
Gulf, the US is in recession and 
facing a fiscal crisis at all lev- 


only the beginning of Amer- 
iea's budgetary problems: 


states, cities and local govern- 
ments are also a 

tic deterioration in their 
finances. And they, the 


postpone by 

big deficits: every state - 
except Vermont — is constitu- 
tionally obliged to balance its 
budget over a one-year or two- 


level. Tax receipts are 
depressed and the case load on 
welfare is 


programmes is rising 
rapidly. But the states are also 


28 Bank subsidy about to 
expire (8) 


DOWN 
1 This religtous belief is held 
by our opponents (6) 


3 They play in diamonds or 
clubs (8,7) 
4 The Rolling Stones? (7) 
6 CO2? (62-7) 
” ing fh one principe of Chi 
in one ple is 
nese philosophy (5) 
3 Fee ite wings, Rt 
powerless to use them? 
3 A famous man, but there's 
no side about him (6) 
16 About sixteen at church 
— miserable living! (9) 
17 Nuts are found in them, and 
19 re a os (6) 
19 A cause to argue 
20 ion o pet term for the 
21 coud member with permit 


( 
23 School equipment gives 
comfort to the learner (5} 


Penury at the federal 
state and municip 


confronting eeper, structural 
problems. President Ronald. 
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Reagan’s 
reforms . of. . thi 
transferred 


tions implicit federal- 
ism went largely unnoticed. 
Now, however, the screws are- ing is 
tightening. State and local gov- 
ernments are responsible for 
nearly ail spending on both ° 










i ‘by ni per cent 2 
fn real terms over the decade 
as local communities. have This,-after 





















in drlevelated Viet Sie we 
but is mainly a result of public 
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cca! : 
tencing Project, an organisa 
tion that promotes alternatives 
to incarceration, the US prison . 
To0D to 46 ‘inmates for every 

for every 

100,000 residents, far higher 
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a Birmingham: 






a : Soci 
BANKING AND BUREAU DE. 
CHANGE FACILITIES .-. 2). " 
A seven year contract for the provision“of the above service 
together with an associated Business Cente at Birmingham . 
International Airport - Terminal 2 (due for cornplation in July 2991) is. 
shortly to be offered, BAR an ate nase 
Establishments possessing the necessary resources to operate 
this important service al a busy intemational airport who wistt to be 


















Closing date for applications fs Thursday 31st January 1991. 
“SOARING INTO THE NINETIES’ ; 













LEGAL NOTICES 


WELLAND HOMES WEST 
LIMITED (FORMERLY WSJ . - 8 
HOMES LIMITED) Registered noetega 







(CIMICHARP LinarrED”* 


Farmer compasy name. WSJ HOMES UM. . : 
Nene af business: Construction and Devol- |. receivers: 21 December 1900 ae 
Trade closaiflestion. 23 : Name of paraon appolating the Joint adesiale 
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